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value per share is $~7 .15. This evaluation is derived from a modified adjusted book value 
approach and is discounted for restricted marketability. The valuation conclusion was transmitted 
orally to John Locke on January 14, 1997. 

The valuation report was prepared by Bramstedt & Associates, Inc. as a subcontractor to Sansome 
Street Appraisers, Inc. 

Earnings prospects can change, as can the general economic climate. Federal regulations require 
that the Company's common stock be reevaluated at least annually for ESOT purposes. 
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I. INTRODUCTION AND SUMMARY 

The Administrative Committee of the Angeles Chemical Company, Inc. Employee Srock 
Ownership Plan bas requested that we evaluate the common stock of Angeles Chemical Company, 
Inc. ("Angeles Chemical," "Anchem" or the "Company") as of plan year end Aprii30, 1996 
in order to determine the minority interest fair market value of the Company • s common stock 
for annual Employee Stock Ownership Plan (ESOP) reporting purposes and for use in common 
stock transactions involving the Company's ESOP. 

At April 30, 1996, Anchem's ESOP owned all 14,065 B common shares of Company common 
stock (26% of the A and B common stock). During fiscal 1996, Ancbem made a $6.500 cash 
ESOP contribution. 

Company Overview 

Anchem is a closely held corporation with no present market for its common stock. It is a 
regional Southern California liquid chemical distributor whose products are used in industrial, 
commercial and retail/consumer applications. Sales in fiscal 1996 rose year·to-year (4%) for 
the first time since the early 1990s to $6.88 million. The long-term low sales point was 
$6.6 million in fiscal1995 after stabilizing at $8 million for fiscal1990-1993. Sales in the mid· 
1980s were $12-$14 million. The Company has recorded operating losses in the 1990s but 
reported a net profit of $348,000 in fiscal 1996 on a $542,000 (net) litigation settlement. This 
settlement has liquified the Company's balance sheet and in part provides the economic resources 
to remove and replace underground storage tanks and prospectively repurchase outstanding shares 
from a retiring stockholder. As of the report date, the Company is forecasting a large fiscal 1997 
sales increase and an operating and net profit. 

Soil and underground water contamination conditions at Anchem's plant are continuously being 
monitored and tested, which bas required significant on-going testing and other expenses. As 
of April 30, 1996 no major new environmental liability or remedial responsibility had been 
revealed, although the Company wjlt have to replace its underground storage tanks and conduct 
remedial work before the end of the decade. 

Like all chemical processors, Anchem and its customers have faced substantial environmental 
regulations and enforcement in the Los Angeles Basin. These have seriously impacted Anchem' s 
industrial business base and combined with the 1990-1993 California recession caused Anchem's 
sales to drop 20% in the early 1990s and the incurrence of break even or net losses in 1992-1995. 

Given the operating loss history, the ESOP valuation for several years has been prepared on an 
asset rather than income basis. An adjusted book value approach was employed at April 30, 1994 
and 1995 and is again being employed at April 30, 1996. The Company's balance sheet has 
included a large (shareholder) long-term note since January 1, 1994. 
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Valuation Criteria 

We have valued the common stock of Anchem based upon: (1) the pertinent regulations and 
principles promulgated by the Internal Revenue Service and the Department of Labor; (2) an 
analysis of the Company's financial statements, forecasts and other information; (3) discussions 
with management; (4) analysis of the relevant industry conditions; and other factors. 

The basic rules for valuation are laid down in Revenue Ruling 59-60 issued by the Internal 
Revenue Service in March 1959 (as modified by Revenue Ruling 65-193). The rulings define 
"fair market value" as follows: 

" ... the price at which lhe property would change hands between a willing buyer and a willing seller 
when the fonner is not under any compulsion to buy and the latter is not under any compulsion 
to sell, both parties having reasonable knowledge of relevant f;octs. Coun decisions frequently state. 
in addition, that the hypothetical buyer and seller are assll.m<d to he able, 3S well as willing, to 
trade and be well informed about the property and ooncerning the market for such property." 

This definition is widely accepted and used in courts of law and in tax literature and is the most 
widely used approach in valuing closely held securities. lt is the basic definition upon which 
we have relied in determining the fair market value of the Company's stock. Revenue Ruling 
59-60 was issued for estate valuation purposes, but is not limited to that usc. It serves as a guide 
in virtually all valuation situations requiring the determination of fair market value. 

In 1988, the Department of Labor (DOL) issued proposed regulations on "Adequate 
Consideration • which addressed valuation issues affecting Employee Stock Ownership Plans. 
These proposed regulations endorsed Revenue Ruling 59-60 and set forth other factors to be 
considered in valuing securities for ESOP purposes. In 1995, the DOL withdrew the proposed 
regulations; however, ESOP practitioners still consider these proposed regulations in conducting 
ESOP security valuations. 

Consequently, this report has considered the following factors: 

The history of the Company and the nature of the business 

General economic outlook and the outlook of the particular industry 

Book value of the stock and the financial condition of the business 

Earnings capacity of the Company 

Dividend paying capacity 

Whether the enterprise has goodwill or other intangible value 

Sales of stock. and the size of the block to be valued 

Market prices of stock of other comparable companies traded on exchanges 

-2-

BROOOOOS 



These eight factors are fundamental to any appraisal of closely held securities. They are not, 
however, all-inclusive. Other factors relevant to the subject valuation were also considered, such 
as the ESOP repurchase liability and its effect on the application of a marketability discount. 

Valuation History and Conclusion 

This valuation represents an update of prior appraisals of Anchem's common stock for ESOP 
purposes prepared by this appraiser as a subcontractor to Sansome Street Appraisers, Inc., a 
wholly owned subsidiary of Menke & Associates, Inc. The following table summarizes our fair 
market value findings for the past five fiscal years: 

A!!ll~llll! Chemical Co. 
~ummarv 2I Ei!i[ M![ket Value Determinations 

Fl996·1992 

Ti!!!!'! 
Aggregate Per Porceut o [ Gross Working 

Date ESOP Value Share Sales Assets !lm!i!Y Profit Capital 

4/30/96 $1.467,603 $27.15 21.3% 33.7% 81% 0.76X 0.94X 
4/30/95 1,187,463 22.00 18.0 37.3 81 0.60 0.99 
4/30/94 1,421,555 26.30 20.4 41.2 81 0.64 0.93 
4/30/93 1,650,000 30.50 20.4 52.1 92 0.68 1.06 
4130/92 1,621,000 30.00 20.1 51.3 92 0.83 1.10 

Based upon our analysis of Angeles Chemical Co., Inc., our experience in the valuation of 
closely held securities, and the consideration of the factors set forth in this report, we are 
of the opinion that the aggregate minority interest fair market value of the common stock 
of Anchcm for Employee Stock Ownership Plan purposes as of plan year end April 30, 1996 
was $1,467,603, or $27.15 per share based upon 54,065 shares of A and 8 common stock 
outstanding. 

This determination of fair market value is based on an adjusted book value approach and is 
discounted for restricted marketability. 

In January 1994, Anchem's real property in Santa Fe Springs was transferred from the three 
founder/shareholders to the Company for $648,000 in the form of Company 14-ycar notes. The 
price was negotiated by the principals and does not represent arm's-length fair market value as 
determined by a fall 1996 independent real estate appraisal. The property's marketability to a 
third-party buyer is impaired until its enviromnental problems are cured. In the appraiser's 
opinion, the face amount of the three (original) $216,000 7-112% 14-year notes may also be well 
above their third-party fair market value. 
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Spen~r & Jon§ {S&J) Litigation Award 

In August 1994 a Los Angeles Superior Court jury awarded Anchem $527,000 for economic 
damages suffered by the Company as a result of alleged improper contractor installation of 
underground storage tanks and piping in the early 1980s which subsequently caused soil 

contamination. The defendant, Spencer & Jones (S&J), posted bond and appealed the award. 
In April 1996, the Appeals Court refused to hear the case and Anchem received a cash litigation 

settlement of $640,000 (before expenses) in a damage award including interest. The S&J suit 

was originally filed in eady 1993. 

At April30, 1994, the appraiser did not consider this potential monetary award as a "contingent'' 

asset for valuation purposes. In the valuation at April 30, 1995, some implicit recognition was 

given to this contingent asset. 
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IT. £COPE AND LIMITATIONS OF THE VALUATION REPORT 

Limitations 

The purpose of this valuation report is to determine the fair market value of the common stock 
of Anchem on a minority interest basis as of plan year end April 30, 1996 for annual ESOP 
reporting purposes and for use in common stock transactions involving the Company's ESOP. 
This appraisal is valid only for the appraisal dates specified herein and valid only for the appraisal 
purpose specified herein. No other purpose is intended or should be inferred. 

In preparing this valuation, Bramstedt & Associates has relied upon and assumed the accuracy 
and completeness of all financial, statistical and other information provided by Anchem. 
Bramstedt & Associates has also considered information based upon other publicly available 
sources which it believes to be reliable; however, Bramstedt & Associates and the appraiser do 
not guarantee the accuracy and completeness of such information and have not independently 
verified the financial statements and other information. The appraiser is not aware of material 
omissions or understatements from management and other sources which would affect values 
contained in this report. The fair market value arrived at herein represents tbe appraiser's 
considered opinion based upon the facts and information presented to him. No legal opinion is 
expressed by this report and its accompanying documents. 

This valuation report does not specifically address the financial impact, if any. of matters requiring 
special expertise or knowledge not generally held by business appraisers. As such, this report 
does not address in significant detail issues involving toxic contamination, hazardous waste, 
engineering and structural soundness, litigation and legal concerns, etc, 

In preparing this valuation report, a variety of data and assumptions has been used. The financial 
information on past performance has been gathered from Anchem's financial statements for the 
past five fiscal years. We have included in Appendix: I a copy of Anchem's most recent financial 
statements, prepared as a compilation, as amended, by Singer, Traynor & Co., CPAs, for the 
fiscal year ended April 30, 1996. 

General expectations of future fmancial performance for fiscal 1997 have been provided to us 
by the management of Anchem. Interviews have been held with. members of management and 
with certain outside sources regarding certain Company events. 

Neither the appraiser nor Bramstedt & Associates, Inc. has any present or contemplated future 
financial interest in Anchem, and the fee for this valuation is not contingent upon the fair market 
value determined. The qualifications ofBramstedt & Associates, Inc. to undertake this valuation 
are set forth in Appendix II. 

The analysis, opinions and conclusions were developed. and this report has been prepared, in 
conformity with the Uniform Standards of Professional Appraisal Practice. 
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The marketability of the subject company's stock, the control position of majority shareholders, 
and the relationship of these factOrs to the block of stock being valued can affect the concluded 
value. In valuing a block of stock, IRS Revenue Rulings and court decisions provide a basis for 
concluding that a discount is valid for an absence of marketability if the value base does not 
already reflect the lack of marketability. Further. a minority stock interest in a closed corporation 
is usually worth much less than a proportionate share of the entity value of all the cotporate stock. 
Discounts can range from 10% to 30% or more. When minority interest and lack of marketability 
discounts are both applied, they are sequential. 

This valuation is specifically inteoded to establish a per-share fair market value for shares to be 

issued or sold to the Company's Employee Stock Ownership Trust (ESOT). This report does 
not address the value of the Company as an entity. The value of the Company as a whole, with 
the attendant rights tO control the direction and growth of the Company, to influence or control 
compensation and dividends, to change management, to acquire other companies and/or business 
operations, or to sell or merge the Company, may be greater than the total value implied by this 
valuation. On the other hand, the value of minority interest shares held outside of the ESOT 
would probably be less than the value determined in this report. An ESOP with a "put" option 
obligating the Company to repurchase the shares held by participants provides a valid market 
for such stock. Minority interest shares held outside of the ESOT would by necessity be 
discounted for their inherent lack of marketability. 
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lli. THE COMPANY 

History 

Angeles Chemical is a resale/distributor of liquid industrial and consumer product chemicals used 
in coating and other processes. In fiscal 1996, sales of solvents were $1.23 million and sales 
for Bortz were $5.65 million compared to $1.83 million and $4.85 million respectively in fiscal 
1995. (In January 1995, tbe Packaging and Bortz divisions were combined, so historical sales 
profiles are not directly comparable.) 

There continues to be a relative and absolute decline in commercial solvent sales. Specifically, 
since fiscal 1991 solvent sales have fallen from $3.9 million to $1.23 million. while packaging 
and Bortz sales have gained $1.8 million to $5.65 million. Bortz is a packager of paint thinner 
and finishes for the consumer/retail market and its gross margins are over fifty percent better 
than those for solvents. Anchem's consumer/industrial sales mix is now 70/30, up from 50/50 
in earlier periods. 

Since the peak in 1982 at $16.8 million, Company dollar sales fell61% to a low of $6.6 million 
in fiscal1995. Sales increased in fiscal 1996 to $6.88 million, theii: first upturn since tbe 1980s. 
Physical volume declined even more because of periodic price increases. The 15-year sales drop 
reflected the loss of major accounts as many commercial customers moved out of Southern 
California or changed their supplier source away from Southern California. The ever-increasing 
environmental regulations in Greater Los Angeles have created an expensive and difficult operating 
circumstance for chemical processors and distributors and tbeir customers. The 1990-93 recession 
in tbe region was also a depressing factor. Management continues to emphasize less 
environmentally sensitive consumer products. 

In fiscal 1996, Anchem had about 70 active industrial customers and 400 in the packaging 
division, compared to 119 industrial and 362 packaging in fiscal 1995. Most are located in 
Southern California. Ellis Paint Company, owned by Robert Berg, an Anchem founder and 
shareholder, is an important customer. 

Anchem's basic raw materials are these organic chemicals- propylene, glycol, toluene, ethylene 
glycol, acetone, mineral spirits and alcohols. These are forms of petroleum distillates which are 
purchased from Shell, Union Carbide, Exxon, Celanese and Vulkan Materials. The Company 
has on-site 32 underground storage tanks of 5,000 to 20,000 gallons capacity each and four above­
ground tanks (old railroad tanlc cars): one of 10,000 gallons capacity and three of 6,000 gallons 
each. Many of the storage tanks are not now used given tbe decline in sales and volume since 
the 1980s. 

As of April 1996, Anchem had 28 full-time employees, unchanged from a year earlier. 

Anchem carries a $2 million product liability insurance policy. 
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Company Facilities and Property 

Anchem operates out of administrative offices and packaging and storage facilities on a 1.8 acre 

site in Santa Fe Springs, California. The land, structures and improvements are Company-owned. 

On January 1, 1994, title for the 1.8 acre land parcel was ttansferred from a partnership of the 

three founding and two current shareholders to the Company in consideration of three equal 14~ 

year $216,000 notes (aggregating $648,000) paying 7.5% annual interest. The total yearly 

principal and interest payments of $72,000 equal the former rent paid to the partnership and the 

transaction was therefore cash flow neutral to Anchem (on a pretax basis). 

The land transfer price was determined by the three parties on other than an arm's-length "third 

party • negotiated basis and which basis was not specifically disclosed to the appraiser. In 

November 1996, a "limited appraisal" of the real property was prepared by Thomas M. Pike, 

Jr., MAl. Mr. Pike rendered an opinion of value of $535,000 to $625,000 assuming a market 

exposure of 6 to 12 months. This valuation assumed the property was .QQ! encumbered with 

environmental problems and clean-up costs. Based on his observations and discussion with 

Mr. Pike and SCS Engineers, the appraiser believes property ownership could be deemed 

transferable to a third party at market value after the removal of underground storage tanks, 

contaminated soil, etc. bas been completed and appropriate regulatory agency certification is 

received. As of the appraisal date, the fair market value of the property is significantly impaired 

and is well below the $648,000 stated book value. This circumstance is reflected in the valuation 

conclusion. 

In addition to its Santa Fe Springs facility, Anchem rents a warehouse in Santa Fe Springs for 

decorating containers and moved its distribution activity from Los Angeles to a rented warehouse 

in El Monte in November 1995. 

Semson Chemigd Co. Joint Venture 

On March 31, 1991, Anchem entered into a five and a half year agreement with Saramco, Inc., 

dba Samson Chemical Co., to operate on a joint venture basis for five years beginning October 1, 

1991. Under the agreement, on September 30, 1996 Samson ceased operations and transferred 

to Anchem its distributor relationships and its business and customer accounts. 

On a combined basis, Anchem/Samson sales in fiscall996 were $9.8 million, indicating Samson's 

sales are running at $2.9 million annually. Samson's income (as defined by the agreement) is 

shared equally by the partners. In fiscal 19%, Anchem's income share was booked at $90,000 

versus $120,000 in fiscal1995. 

Anchem also bas a distribution agreement with East Bay Oil, a Northern California chemical 

distributor, and a Phoenix warehouse to further broaden its customer, business and geographic 

base and replace lost sales in the Los Angeles Basin. 
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Management and Ownex;shin 

The Company senior management as of April 1996 consisted of: 

Officer Title Joined Co. e.Jm 

John Locke President, CEO 1971 69 
A~•• 81!11!1 SecnMary/Treasurer 1971 64 
R'*IM GMter President - Samson Chemical 1990 63 
James Locke Operations Manager 1985 32 
'Fim K'IIIIbtity - Controller 1990 39 

John Locke has indicated that he trulY retire as an active officer when he turns 70 but trulY 
continue as a consultant. As of fall 1996, Mr. Berg indicated his intent to retire from the 
Company and sell his 20,000 "A" shares and approximate ESOP account 3,900 "B" shares to 
the Company and Mr. John Locke on a part cash, part deferred payment basis. As of January 
1997, negotiations on the price and terms of this stock buyback had not been completed. Since 
this event was reasonably forecastable at the time of the litigation settlement in April 1996, it 
is a consideration in the ESOP valuation as of April 30, 1996. 

Tim Mahoney has resigned as Controller as of December 31, 1996 arid is fum.iionally being 
replaced by Ted Singer of Singer Traynor & Co., Anchem's accountancy company. 

The Board of Directors consists of John Locke, Robert Berg, and Arnold Rosenthal, all founders. 

As of April 30, 1996 there were 40,000 Class A and 14,065 Class B common shares outstanding 
(excluding treasury stock) as follows: 

Holder Number of Shares 

John Locke 20,000 A shares 37% 
Robert llll'g ~AsliaJ'es --.;!'1 

ESOP ~B$hares 26 

Total 54.065 A&B shares .!.Q.\l% 

Class A common stock is voting and Class B is nonvoting. Otherwise, the two classes are equal. 
A valuation discount for the nonvoting Class B stock has not been taken by the prior appraisers 
or by Bramstedt & Associates since the stock is in an ESOP where voting rights are not passed 
through in any event except for major corporate issues. 

Environmental Issues UPdate 

The valuation studies for the fiscal years ended September 1989 through 1992 discuss in detail 
the regional agencies which regulate Anchem's operating and environmental activities. According 
to management and SCS Engineers, its environmental consultant, as of April 30, 1996 the 
Company had no environmental agency violations or citations. 
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However, beginning in fiscall993 and continuing into fiScall997, Anchem and SCS are working 
with the California· EPA on its on-site program to investigate for possible groundwater 
contamination relating to an adjacent California Super Fund site (McKesson property). In this 
connection, Anchem incurred state fees and incremental services from SCS. 

The prior reports discuss testing and related work for soil and groundwater contamination 
continually undertaken by the Company and SCS since 1989 which so far have found soil and 
ground water problems which have not been completely characterized. No major remedial work 
has yet been undertaken. By 1998, Anchem could be required to start replacing its underground 
tanks on a progressive basis. In August 1996, Anchem received a preliminary cost estimate for 
tank pull and replacement, contaminated soil removal and ground water remediation from Bio 
Base Remediation Co., Inc. of Newport Beach, California of $624,640 as follows: 

• Tank Pull (32 tanks) 
• New Tanks ( 15) 
• Remediation/Related Work 

Total Estimate 

$154,000 
230,640 
240,QQQ 

$624,640 

No timeframe was given for this work, nor is a specific funding source indicated. Some financing 
is available from the litigation settlement and some may be generated from operating cash flow 
over time; however, there is no assurance that Anchem will be able to fund this program in a 
reasonable time period. Some reimbursement may be available from the State of California. 
By interpolation, the estimated cost to render the property "marketable" would be about $400,000 
($625,000 less $230,000 for new tanks). 

By its business narure, Anchem continues to incur legal, testing, remedial and consultant costs. 
The appraiser does not believe the Company has been able to pass these costs, which have become 
material. through to its customers, thereby impacting profit margins. SCS consulting costs have 
fluctuated but in fiscal1995-96 were averaging $5,000 a month. SCS worked with management 
and counsel on the S&J suit. 

Beginning in January 1995, Anchem is participating, as required by its major supplier conuacts, 
in a comprehensive storage, operational, health, safety. environmental and emergency response 
program called "Responsible Disuibution Process" created by the National Association of 
Chemical Distributors, who will sponsor on-site audits. A full-time compliance and safety officer 
reports to Operations Manager Jim Locke. Employee uaining for ROP is required. There have 
been incremental costs for implementing the program. 

Ongoing environmental encumbrances on Anchem's business and profits have been reflected in 
the valuation conclusions since fiscal 1989. 
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The Economy 

The following discussion and analysis of the national economy for the second quarter of 1996 
is based upon a review of current economic statistics, articles in the financial press and economic 
reviews found in current business periodicals, as prepared by Mercer Capital. The purpose of 
the review is to provide a representative "consensus" review of the condition of the national 
economy and its general outlook at the end of the second quarter of 1996. 

General Economic Overview. Real Gross Domestic Product ("real GOP"), the output of goods 
and services produced by labor and property located in the United States, increased at an 
annualized rate of 4.2 %, or about $70.8 billion, in the second quarter of 1996, according to 
preliminary estimates released by the Department of Commerce's Bureau of &:onomic Analysis 
("BEA "). In the first quarter of 1996, revised growth in real GOP was 2.0%, or about $33.6 
billion, and lower than the originally reported annualized rate of 2.8%. Growth in real GDP 
for all of 1995 was 2.0%, down from 2.2% and 2.7% for 1993 and 1994, respectively, and the 
lowest since a 1.0% recessionary decline in 1991. According to the BEA, the second quarter 
GOP results reflected increases in most sectors of the economy except nonresidential construction 
and net exports. Typical of most robust quarterly GOP growth measures, personal consumption 
and governmental spending represented the largest increases. 

The Composite Index of Leading Economic Indicators, the government's primary forecasting 
gauge, ended the second quarter with a strong 0.5 increase in June to 102.9 (1987 100), an 
all-time high for the measure, according to The Conference Board. The index attempts to gauge 
economic activity six to nine months in advance. Multiple consecutive moves in the same 
direction are said to indicate of the general direction of the economy. The index has increased 
five months consecutively and six of the last seven months since December of 1995. The index's 
overall perfortnance suggests that the economy will continue. a strong pattern of growth. 

Financial markets recovered in April after a late first quarter stall in an otherwise surprisingly 
strong equity environment. However, early strength gave way to speculation that interest rates 
would soon rise while both the high-tech sector and blue chip companies were showing signs of 
weakening performance via lower than anticipated earnings. By the end of the 2nd quarter, equity 
markets had flattened and were beginning to decline. Market observers note that, for the first 
half of 1996, new mutual fund investment activity had already exceeded that experienced in all 
of 1995. Many analysts have doubts as to the sustainability of that pace and suspect that the 
markets may be in for a near-term correction. Contrary to the generally favorable equity markets, 
the bond markets suffered significant setbacks throughout most of the second quarter but managed 
to show a modest uptick in late June on speculation that the Federal Reserve might leave interest 
rates unchanged. 

The consensus outlook for the economy during the second half of 1996 suggests better than 
expected growth with increasing inflationary pressures. Growth in GOP is estimated to be near 
2.5% with inflation falling between 3.0%-3.5% and unemployment levels remaining below 6.0%. 

Consumer SpendinfJ and Inflation. The seasonally adjusted annualized rate of inflation for the 
three-month period ended in June was 3.2%, compared to 4.0%, 2.4%, and 1.6%, respectively, 
for the prior three quarters. The outlook among most economists is for inflation to increase 
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somewhat during the second half of 19%, and that inflation for the entire coming year should 
approximate 3.0%-3.5%. According to the Commerce Department, retail sales for the month 
of June showed a decrease of0.5% (revised from an originally reported decline of0.2%). 

The Stock and Bond Markets. The Dow Jones Industrial Average ("DJIA ") closed the second 
quarter at 5654.6, an increase of only 1.2% for the quarter. The Standard and Poor's 500 
Composite Index gained 3 . 9% during the second quarter to close at 670.63. The technology-laden 
NASDAQ Composite Index gained 7.6% during the second quarter to close at ll85.02 after 
gaining 4. 7% in the first quarter of 1996. The bond market continued its unfavorable performance 
through most of the second quarter. 

Interest Rates. The Federal Reserve ("Fed") left short term interest rates unchanged after the 
May 21st meeting of its Open Markets Committee. Despite some significant concerns about the 
course of economic growth and rising inflation, the Fed remained idle, seemingly deliberate in 
its attempts not to spark any controversy during the politically sensitive national campaign period. 

Construction, Housing and Real Estate. According to the U.S. Commerce Department's Bureau 
of the Census, new privately owned housing starts increased to a seasonally annualized rate of 
1.48 million units in June, or about 1% higher than revised May estimates of 1.46 million units. 
Overall activity for 1996 through June reflects an increase of about 14% from the same period 
one year ago. 

Employment. According to the Labor Department's Bureau of Labor Statistics, unemployment 
levels during the second quarter plunged to 5. 3 % in June after rising to 5. 6% in May from 5 .4% 
in April. Strong employment data has recently been a primary negative component in the financial 
markets with generally higher than 1995 job creation thus far in 1996. Most analysts estinrate 
that unemployment levels below 6.0% are likely to persist throughout the balance of 1996. 

Summary and Outlook. Economic growth was a surprising 4.2% in lhe second quarter of 1996, 
after slowing considerably at the end of 1995 and registering a revised 2.0% annualized rate in 
the first quarter. Consensus estimates of growth in GDP for 1996 hover near 2.5%. 

California Economy. As of falll9%, California's economy was continuing its multi-year recovery 
from the severe early 1990s recession, particularly in Southern California. Personal income, 

·taxable sales, non-farm employment and other economic indicators all showed expansion at or 
above the national rate. The state's unemployment rate dropped below 7.0% for the first time 
in many years but is still above the national 5.2% rate. The Federal Reserve Bank of San 
Francisco and other sources predict another solid state performance in 1997. An anomaly in the 
current expansion has been the failure so far of residential construction to recover above the 
100,000 unit level for a variety of economic and demographic reasons. The FRB is forecasting 
some improvement in lhis sector in 1997. (The peak was 300,000 housing units in 1986.) 
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Financial Amdvsis and Review 

Anchem has provided Bramstedt & Associates with financial statements for the fiscal years 1992-
1996. These financial statements have been thoroughly examined and discussed with management. 
A copy of the Company's fmancial statement for the fiscal year ended April 30, 1996, as 
amended, and prepared as a compilation (without footnotes) by Singer, Traynor & Co., CPAs, 

is attached as Appendix I. 

The results of our review and analysis of Anchem's financials are contained in the exhibits 
outlined below: 

Exhibit A 
Exhibit B 
Exhibit C 

Comparative Income Statement, FY1992-1996 
Comparative Balance Sheets, FY1992-1996 
Selected Financial Ratios, FY 1994-1996 

These exhibits are presented at the end of this section of the report. The following comments 
and observations are based upon Bramstedt & Associates' review and analysis of the Company's 
financial statements. Saramco's operations are not consolidated but are incorporated in a one-line 
(miscellaneous) income entry, "income split - Samson." 

Exhibit A contains Anchem's comparative operating statement in terms of dollars and dollars 
as a percent of sales for the period fiscal1992-!996. 

Angeles Chemical Co. 
Gross l!Iotit & Sales 

F1996-1992 

Sales of $6.88 million in fisca11996 were up 4.0% from fiscall995. COGS rose a greater 6.6% 
to $4.96 million (72.1 %) in fiscal 19%. Gross profit was flat at $1.92 million (27.9%). Gross 
margin in fiscal 1995 was 29.7%. 

-13-

BR000016 



Operating expenses were down 3.1% to $2.15 million (31.3%) in fiscall996. Higher salaries 
lUld wages were offset by lower outside labor lUid truck expenses. The Company reclassified 
in fiscal 1995 its contamination and clean-up costs (of $168,000) to "other expense" rather than 
showing it as an operating expense. In fiscal1996, this category showed an income of $542,000, 
reflecting the litigation award net of expenses. 

Flat year-to-year gross profits and operating expenses translated into a modest fall-off in operating 
loss to $231,000 (3.3%) in fiscal 1996. Anchem has recorded operating losses throughout the 
1990s. 

Net other income was $640,000 (9.3%) in fiscal1996, boosted by the lawsuit award, compared 
to $18,000 in fiscal1995. Similarly, pre- and post-tax profit was augmented to $360,000 (5.2%) 
and $347,000 (5.1 %) respectively in fiscal 1996 from losses pre- and post-tax of $289,000 in 
fiscal 1995. At April 30, 1995, Anchem had a net operating tax loss carryforward which was 

used to shelter the litigation award income. 

Exhibit B contains Anchem's comparative balance sheet in terms of dollars and dollars as a 
percent of assets for the period fiScal 1992-1996. 

With the property acquisition at January 1, 1994, Anchem's balance sheet profile changed with 
an increased fixed plant component, although current assets are still 81% of total assets of 
$4.36 million at April 30, 1996. Also for the first time and since fiscal 1994, Anchem has 
significant long·term debt in the form of a 14-year 7 . .5% $611,000 note (as of April 30, 1996) 
payable equally to two current and one former shareholder on which annual principal and 
interest payments aggregate $72,000. Thus Anchem has become more leveraged and capital 
intensive. The profile further changed at April 30, 1996 with the litigation settlement as the 

Company became relatively more liquid and financially solvent. 

At April 30, 1996, current assets were $3.5 million (80.7% of total assets), up 50.9% from 
$2.3 million (73.2%) at April 30, !995 as follows: 

• Due from litigation- $640,000 (14,7%) versus zero at April 30, 1995 
• Cash and equivalents- $280,000 (6.4%), up $201,000 
• Accounts receivable- $!.05 million (24.2%), up 35.2% 
• Inventories- $1.23 million (28.2%), up 21.3% 
• Other- $317,000 (7.2%), down :H.4% 

(see Schedule 2, Appendix l for list of deferred charges) 

At April 30, 1996, net fixed plant was unchanged at $827,000 (19.0%). Other assets (SaniSOn 
investment) dropped to $13,000 (0.3%). Total assets were up 36.8% to $4.36 million. 
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Current liabilities at April 30, 19% were $1.97 million (45.1% of total liabilities and equity), 
up 73% from $1.13 million (35.7%) a year earlier as follows: 

• Accounts payable- $1.53 million (35.2%), up 54%. 
• Drum deposits- $7,000, unchanged 
• Bank and other notes payable- $330,000 (7.6%) versus $62,000 (2.0%) at 

April 30, 1995 on the incurrence of a $269,000 short-term bank note 
• Accrued expenses- $60,000 (1.4%), up 36.4% 
• Current portion- debt- $35,000 (0.8%), up 29.6% 

The long-term note of $580,000 (13.3%) at April 30, 19% was unchanged. 

Shareholders' equity rose 23.7% to $1.8 million (41.6%) at April30, 1996 on the net profit and 
to the level of fiscal years 1991-1994. 

Exhibit C presents selected financial and operating ratios for fiscal years 1996-1994. For fiscal 
1996, many of these ratios are distorted by the large litigation settlement (income). It shows some 
stabilization in current and quick ratios to I. 78X and l.OOX respectively at April 30, 1996. 

Angeles Chemical Co. 
Working Capital 

Fl996-1992 

Working capital, which is composed of cash due from litigation. accounts receivable, cash and 
equivalents, inventory, accounts payable and short-term debt, rose 30% to $1.55 million in fiscal 
1996 from fiscal 1995 and back to the fiscall993-94 levels. Tbe sales to working capital ratio 
decreased to 4.4 times from 5.5 times at April 30, 1995. Inventory turns dropped to 4.0 times 
in fiscal 1996 from 4.6 times in fiscal 1995 on higher inventory. 
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Appendix I contains a statement of cash flows for fiscal 1996 which is summarized and compared 
to fiscal 1995 and 1994 as follows: 

Fl996 ~ E.!.224 
---(000}---

Net cash from (used): 
Operating activities ($138) ($271} $ (9) 
Investing activiti.,. 67 S4 (599) 
Financing activities 272 HJ!.) 636 

Net ehange in cash ($:\Ql) ($lli!) $ 28 
~ 

The litigation award, which was completely collected by Late falll996 and therefore equal to cash 
created an enhancement in the Company's overall financial position and a liquidity improvement 
at April 30, 1996. During fiscal 1996, Anchem used cash, bank loans and higher accounts 
payable to fund increases in accounts receivable and inventories. One use of the lawsuit awards 
is to reduce the bank loan and unusually high payables. 

Management is projecting improved sales and an operating profit for fiscal 1997. which if 
achieved would be the ftrst this decade. This forecast is supported by strong sales improvement 
and operating income for tbe six months to October 31, 1996. 
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~'1'10 4/30: 

H!llt ~;~les 
Co~~;t of S•~n 
Grote rrofi ~ 

Op!rlllt\~ l;l[pense:s 

1»11r11t1ng ID!ivm. (Leu) 

Cth~r i~ 
Oth•r E~~e Clntiflr@llt) 

Pretax ll'lt:t;llllllll tl.o:s:s) 
Praviaton tor hAell 

N~t lneCIII!II (losS) 

ANGEI.Ii$ (:llt:li!IC.U CO. 

Exllibi t A 

C9"P"tr11tive Jnc:lft: 'Statton~MT f191?6-1?!2 
(SOOO) 

1996 1QQ!i ,,.. 
S6877' 11)Q,O% $6615 100.0" 16~71!. 100.0X 

4956 "'· \ 4640 70.;J " .. .... 
1922 27.9 , .. , 29.7 2~11 31.7 

2153 31.l :i!2:i!~ 33.6 2422 34-7 

~231) (3.3) (2551 c3.8J C21D (l.O} 

640 ··' \8 \7J '·' .. \,0 , (0.8) " (0.2) 

360 '·' <~!!) (4.4) (S4) {(1.1!.) 

...J.l 0.2 __ , _,l 

l.l!,l '·' 'W> (4.4) '..l.li' (0.8) 

129l 199'2 

:li610l 100.0% S80S1 100.0% , .. , '70.:Z 6105 7S.8 
2'12 2'il.b \946 24.2 

2535 :51.3 2107 26.2 

C1Z3) ( 1.!~> (161) (2.0) 

"' '·' 177 '·' 6 (0.1) "' co.n 

" 0.7 • 0.1 

--l. __!}) 

•..!.2 ••• •.J 
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.\!; at 4/30: 11)26 

l:ul"~t Aa1et~: 

~.uh llllnd lt~ht ifl'ftt.tll'l!nfs .... 6.4X 
ACt;O\Jilh rfiCI!tlV.b(lt 10~'!1 1!4.2 
lnv~ntarf~ "'' 28.2 

oue frW~ ! iti!!lllflcn ... 14.7 
DUit frlllil aff ll lilted 

CCIIIIPIIf!il!.ll./other ..J.!l 7.> 
Tota! 3520 "'·' 

""' ... 
Oth•r Filled ,\!;l.tl At CD!it '"' Ac.clfilljllllll!'d DeprRciatlon <lll1.) 

Net ~ illied Atl•t8 "' 19.0 

Otl!~tr A&.ll.efs " '"' 
Tota( Anctlj. ~ 100.0 

Current Li.t;lilities; 
A,t;~;oi.#IU payab( 1t $15lS ]5.2 
Dill~llih 7 .. , 
!lank end oth•r notes paytb(t- '" 7.6 
A~;~;~ ~xpt'n1ea 68 '·' current d~tbt partilll'l ..2l: ••• 

Total 1967 45.1 

Long-T41tll'l L iabil ft1el '" 13,3 

~han:hol~r- Equity 1814 41.6 

Totzll Liebllltim~ & !!qultV 'mil 100.0 

!lOORCE: C~ny fll'tillnt:illl staUIIM'nt.lil (unaudited), 

ANGELE5 ('.llliiiii~L CO. 

EAhlblt B 

C!!"'P'ret~e Sht~r 

(000) 

1?2$ 1904 

• ,. 2.5:r:. "" 10-DX 
700 24.:'i 1207 3!>.0 
101~ 31,7 ... 1$.7 

..ill 14.!> ..ill '·' i!:33J "·' 2614 7>.7 ... '" 11'1) ,.,, 
(1!40) (~) 

"' "·' 811 '23.'!1 

" '·' " ••• 
·~ 

100.0 :li~ 100.0 

. .., 31,] . "'"' z:;_o 
7 0.2 68 2.0 

" '·' ., '·' " 1.4 " '"' _£ 0.8 ....<> 0.7 
11]7 3$.7 1086 31.S ... 1!.3 ,, 17.? .... 46.0 '"' $0.8 

'l.l!IZ 100.0 ~~ 100.0 

,..., 1992 

'$ !1'7 10.0?:. ,., 9.2:lli 

""' 4'7 .o ""' .... .,, 29.11 87> 2.'1' ,7' 

.J2l '·' 174 '·' 2928 92.~ 2875 .... 
171;~ 171;7 

<llli> <Jill> 

"' 7.0 '" •.o 
" ••• " 1.0 

·~ 
100.0 $~ 100.0 

$1112 l:i-0 $1220 ]8.6 

60 1.9 60 '·' " '·' 70 '"' 109 '·' " '·' 
13M 43.0 "i4oi .... 
,,.. S7 .1 1760 :!1~.7 

'llZ.i 100.D ':!.W. HIO.O 
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Exhibit C 

Selected Ratio An.ly!iJ 
EYJ996 .. 1994 

Llguldlty Rotjoo 

Current 
(Current AsaetB d{~fded by Curr~t L;abilttie') 

Qu;ck. 
CC••h & Accounts Receivable divided by Currtnt Liabilities) 

Working capital ($000) 

sales/Recelvables 
(Sales divided by Accounts Receivable) 

Sol•otworklng capital 
(S•lec divided by Uo~king Capital) 

Co~t of Goodg Sold/Inventories 
CCost o1 Good~ Sold divided by l"ventories) 

Coverage Rat i oso 

Ellll/Intere:lit 
(Earnings before loter~t & Tax divided by Interest E~peose) 

Ceah Flow/M&turtty LTD 
(Net lneome + Depreciation Expenses 
divided by Note Payable ~nd current Debt) 

D~/Yorth 
(Total liabilities divided by Net Uorth) 

long~Tenm liabilit\eQ/Worth 
(Liabilities over ont year divided by ~et Worth) 

gperatins Rat]Q$ 

TQtet Afo~t Turnover 
(Sales divided by Average YQ~Ol A$$~tc) 

fteturn on lquity 
(Net Inc~ dtvidtd by Av•ra~e stoekholderst Equity) 

Return on Assets 
!Mol Inc ... divided by Average Assets) 

Neg. • Negligible 

FY 4!:lO: 

1.76 

1,00 

1553 

~-5 

4.4 

4.0 

8.3 

1,40 

0.32 

1.6 

21.2~ 

2.05 

0.76 

1196 

8.5 

5.5 

4.6 

Neg. 

1,17 

0.40 

2.0 

(17.9:4) 

(8, 7\11) 

2.41 

1.43 

1528 

5.8 

4.6 

5.4 

Neg. 

0.97 

0.35 

2.02 

(1.6X) 
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IV. VALUATION 

In arriving at a minority interest fair market value determination for Anchem, Bramstedt & 

Associates has considered the relevant factors set forth in Revenue Ruling 59-60 with regard to 
the valuation of closely held companies and in the Department of Labor's (DOL} proposed 
regulations on "Adequate Consideration' as they relate to the valuation of securities for Employee 
Stock Ownershlp Plan purposes. The following comments represent our findings with regard 
to those specific factors outlined in Revenue Ruling 59-60 and the DOL's proposed regulations 
on "Adequate Consideration" as they pertain to the valuation of Anchem. The following 
references to Revenue Ruling 59-60 implicitly include the DOL's proposed regulations. 

Book Value 

Revenue Ruling 59-60 states that the appraiser should consider book value when valuing a closely 
held company. Anchem's stated book value was $1,813,671 or $33.55 a share as of April 30, 
1996. 

Normally, book value or adjusted book value is not afforded much weight or consideration in 
the valuation of an operating company such as Anchem. Such type companies are normally valued 
on earnings and/or cash flow capacity. Because of depressed operating results, the appraiser chose 
to use book value as fair market value for ESOP purposes as of April 30, 1987 and has used it 
as a valuation reference since then. 

Dividend History. Capacity and Probability 

Revenue Ruling 59-60 suggests that the appraiser consider dividends and dividend paying capacity 
in valuing closely held securities. Anchem has recorded a small profit in only two of the past 
five years. 

The Company bas not paid any dividends on its common stock and has no intention of changing 
thls policy at this time. This policy is quite appropriate for a small, private company which is 
owned by shareholders who neither rely upon nor expect dividend income and which company 
has not been profitable. 

Normally, earnings reinvested in the growth of a company can be expected to earn at a greater 
return than dividend income invested in other investment opportunities with similar risks 
and prospects. Consequently, shareholders will ultimately benefit from the current policy to 
reinvest earnings in the Company's growth rather than to pay cash dividends. 

Guideline Companies - Publicly Traded 

Revenue Ruling 59-60 suggests that the appraiser consider the market price of stocks of 
corporations engaged in the same or a similar line of business having their stock actively traded 
in a free and open market or over the counter. Bramstedt & Associates has made an exhaustive 
search for public companies which can be deemed to be similar to Anchem. No single company 
proved to be a worthy publicly traded guideline company. Public companies are generally much 
larger and more diverse both geographically and in business operations. 
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CJ!sh Flow and Earnings Capacity 

Pre-1987 ESOP valuations by Charles Stark, PC, appear to rely on conclusions derived from 
capitalizing five-year average of net income, aftertax cash flow and pretax available cash flow, 
among other methods. Aftertax cash flow is net income plus depreciation. Available cash flow 
is pretax income plus ESOP contribution plus depreciation. Depreciation in fiscal 1993, 1994, 
1995 and 1996 was $44,000. $49,000, $50,000 and $41,000 respectively. ESOP contributions 
were $16,200 in fiscall993, $8,000 in fiscall994, none in fiscal1995 and $6.500 in fiscal 1996. 
Anchem's earnings and cash flow as just defined for fiscal 1996 to 1993 are shown below: 

F1996 
F199S 
f1994 
F1993 

Net Income <Lossl 

$347,000 
(289,000) 
(54,000) 
49,000 

Note; F f gures hev~ beer! rounded. 

Cs~h Flow 
Avaflable Aft!r Tox 

$407,000 
(2~,000) 

~.ooo 
113,000 

$38!1,000 
(~9,000) 

(S,OOO) 
93,000 

Because of the erosion of the Company's earning and cash generating power, the income 
methodology is not now being used. The fiscal 1996 profit is entirely from the litigation award. 

Valuation {!ij!!ues - General 

Due to insufficient demonstrable earning power and thin cash flow prospects, Bramstedt &: 
Associates and the appraiser on~-e again must look to the balance sheet (asset approach) for 
valuation purposes as in fiscall993-1995, when we employed an adjusted or modified book value 
approach. 

Generally, capitalization of income and cash flow streams is the appropriate methodology for 
determining the equity fair market value of an operating company such as Anchem. The decision 
to utilize adjusted book value (and working capital) in the recent past is based on the factors 
discussed in these and prior reports and the appraiser's experience and knowledge in deriving 
equity values of closely held companies. 

Since the Company "booked' the underlying real estate with the related debt in fiscal 1994, the 
valuation method was reexamined for fiscal 1994. As Anchem has long-term debt, working 
capital does not accrue directly to the shareholders and it was therefore not appli<::able as an equity 
value indicator as was the case in fiscal 1993's valuation study. An adjusted book value method 
is subsequently employed. 

Valuation Issues- Spencer & Jones Litigation Award 

The significant contingent asset created by the Los Angeles Superior Counjury award as appealed 
of the then-$527 ,000 was accorded some "implicit" valuation consideration at April 30, 1995. 
The assumption was that proceeds from an actual award would be applied by the Company in 
several ways (not necessarily all inclusive): 
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• Remedial work and storage tank replacement 

• Pay down shareholder notes or bank debt 

• General capital improvements to increase operating efficiency and for working capital 

• Repurchase company/ESOP stock from John Locke or Robert Berg 

The decision and discretion on the application of the court award clearly rests with the control 
shareholder/officer(s) John Locke and, conceptually, Robert Berg. A minority Anchem 
shareholder - the ESOP - does not receive any direct financial benefit except that the 
Company's overall economic position is enhanced and financial risk lowered. 

This is in fact what is occurring: Anchem has substantially paid down its short-term bank debt 
subsequent to Apri130, 1996; it is negotiating to repurchase Mr. Berg's stock; and it can dedicate 
some of the funds to tank removal, remediation, etc. 

Valuation Conclusion 

At Apri130, 1996, Auchem's stated book value was $1,813,671, to which adjustments are made 
for the estimated fair market value of the real estate and shareholder notes and a discount for 
restricted marketability. 

Real Estate Adjustment for Company Land 

Stated or carrying value at April 30, 1996 

Estimated mar1<et value (clean) 
Estimated dean-up costs (ex new tanks) 

Adjusted. "marke! value" 

Crntsequent adjustment to book cost 

Adjustment to 14-Year 7-1/2% Shardlolder Notes 

Financial statemmt 111110unt outstanding at April 30, 1996 
Risk and quality mark-down 

Estimated fair market value 

Consequent adjustment to book value 

$648,000 

$575,000 
(400.000) 
$175,000 

($473,000) 

$580,000 
(290.000) 
$290,000 

($290,000) 

Based on his knowledge and analysis of Anchem, the Company's recent unprofitable operating 
record, poor note interest and asset coversge, and the bond's restricted marketability, the appraiser 
believes a knowledgeable third party investor would require an effective 15% high risk bond yield 
(or about twice the 30 year T-bond rate), thus effectively reducing the bond's trading value by 
50%. 
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Angeles Chemical, Inc. 
Determination of ESOP Fair Market Value (FMVl 

W,ril 30. 1996 

St.ated Book Value 

Mark to Market: 
Land ~ deduct 
Shareholder note - add 

Adjusted Book Value 

Less 10% Discount for Restricted Marketability 

ESOP FMV 

On 54,065 A & B Shares 

$1,813,671 

(473,000) 
290,000 

$1,630,671 

163.067 

$1,467,604 

$27. IS/share -
This valuation approach produces an indicated fair market value (FMV) for ESOP purposes 
of the equity ownership of Angeles Chemical as of April30, 1996 of $1,467,603 or $27.15 
per share on 54,065 A and B common shares outstanding. This Is 81% of book value and 
21% of sales (see page 3). 

As of the ESOP plan year which began May 1, 1987, the ESOP Administration Conunittee set 
a policy of paying plan participants terminated for reasons other than retirement at age 65 in five 
annual cash pay-outs commencing on the first anniversary of termination. Terminated plan 
participants sell 20% of their stock to the ESOP in each of five years at the fair market value 
applicable for each year. Accordingly, the above derived value reflects a discount of 10% or 
the same as applied at April30, 1995. This marketability discount conceprually reflects the time 
value of money under the deferred pay-out program now in effect. 

Recent Stock Sale and Valuation 

Revenue Ruling 59-60 suggests that arm's-length sales to knowledgeable unrelated third parties 
in the recent past would be a basis for valuation. 

There have been no such recent transactions. 
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V. CONCLUSIONS 

Based on our experience and general knowledge in determining the value of closely held 
companies and upon the consideration of all factors previously discussed, Bramstedt & Associates 
is of the opinion that the fair market value of the outstanding common stock of Angeles Chemical 
Co. for ESOT purposes is $1,467,603 or $27.15 per share as of April 30, 1996 on 54,065 Class 
A and B shares outstanding. This valuation is based on an adjusted or modified book value 
approach. 

Specific positive factors concerning Anchem were: the favorable resolution of the Spencer & 
Jones litigation and the favorable financial and economic impact of the $640,000 award: a slight 
fiscal 1996 sales increase, the first sales uptick in several years: forecast for sales increase and 
an operating profit in fiscal 1997; and a recovering California economy. 

Unfavorable factors were: the hostile operating environment for small chemical processors in 
heavily populated urban areas such as Los Angeles with the attendant ongoing compliance costs; 
the sixth consecutive year of operating losses: the substantial and only partially financed costs 
for underground storage tank replacement and related clean-up costs and the prospective financial 
impact of the ESOP/Berg stock repurchase. 

This valuation is as of April 30, 1996; and, since it is based upon recent financial statements, 
it should be valid for the near future. However, it is imperative to recognize that the dynamics 
of the industries served and general economic conditions can change and invalidate this evaluation. 
Federal regulations require that the Company's common stock be reevaluated at least annually 
for ESOT purposes. 
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ANQELES CHEMICAL CO., fNC. 

INDEX 

I. Accountant's Compilation Report 
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4. Statements of Cash Flow 

5. Other Income (Expenses) - Schedule I 
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Anples Chemical Co., li'IQ, 
8915 SOI'ell.KII Ave. : 

SINGER, TR.4.J'JVOR &: COMPANY 
CER11FIEJJ PUBLIC ACCOUNTANTS 

SOO Ctttldll Drive. Suite 300 
Los Allgfl,t, 01 90040 

October :Zl, 1996 

Santa Fa Spr!np, CA' 90670 

The IIOCOinpiiDyins balance sheets of Abplas Cbemical Co., li'IQ, tiS 'of April 30, 1996 IUld 
ApriiJO, 1995 and the mated ~~~~ of itwomc IUid ~'mined llllmings and cub tlow fol.' !be :v-n 
then andlld, have been co111piled 1:ly us in ~~ecorduce with Slalemlmta on SW\dards lbr Accounting 
llld Review Services issued 1:ly the American lnstitu~c of C«<lfied Public Accounlallhl. 

A COIIIpilalion is limited to ~~ in the fom of ftnNiclal ~ Wbrmlltion lllat is 
th¢ l'tpl-ltalion of~~ Wo ha'"' not audi!A!d or revi~ the 8CCOmpllllyio& linam:illl 
sllWiniCIIItlllllld. =rdine!y, do not IIXpi1IIS 1111 opinion or lillY other form of III$IIPillll 011 them. 

Mllllllllt:ml!lll hu elected to omit substlllltiitlly all of the dlaoloiUIIIS nquind by ienendly 
aeeep!A!d ~o1111ting prim:iples. If the oroitted dial:loaUZR wore W:ludod ill tho finllllQial ~ 
they might infhlC!llle the user's COllClusions about the Colnpm.y$ tlunclal poaitiOI'I and raults of 
opetations. Al:cOidingly, these fltlancial stalt~rumt~m not delriped lbr thoe wlw 1111 not infonned 
about SUCih matli::r$. 

_, .... !I.!' :'\ I I '"'!... ! ,.r "1 .... . ..... 
---..--~~---. ,,.,..,., .... ~.....---- .. ···---- . -· --···-... ·-·----·~ 

BR000030 



CURRIDIT ASSETS 
Cash 
Accounts Receivable {NC! of Bad Debts Allowances of 
SS,OOO.OO and $5,000.00 Respectively) 
Inventories (Lower of Cost, FIFO or Market) 
Due from Stallion Tank Lines, Inc. 
Due fu>m Samson Chemical Co. 
Due fu>m Litigation 
Due fu>m Odw:t 
Employee Advances 
Deferred Charges· Scbedule 2 

TOTAL CURRENT AssETS 

F!XEJ) ASSETS (at Cost) 
Land 
Office Trailers 
Trucks & Autos 
Tanh & Plant Equipment 
Furniture & Fixturc:s 
Plant 

TOTAL 
Less: Accumulated Depreciation 

BOOK VALUE 

OTHER ASSETS 
Deposit< 
Inveshncnt in Samson Chcmi""l Co. 

TOTAL OTHER ASSET$ 
TOTAL ASSETS 

Augel~s Chemicat Co .. Inc~ 

BALANC£ SHEETS 

April3o, 1?26 apd Apr!l30,1~ 

ASSETS 

280,057.52 

1,055,201.72 
1,228,538.89 

30,228.28 
173,799.85 
640,000.00 

450.00 
21,958.36 
89 942.29 

3.520.176.91 

648,000.00 

99,568.00 
212,632.00 
830,64).00 
241,765.00 
365.599.00 

2.398,207.00 
1.570 967.00 

827 240.00 

6,080.00 
6 786.51 

!2.866.51 
4.360.283.42 

!,.lABILITIES AND SHAREHOLDERS' EQUITY 

CURRENT LIABILITIES 
Account< Payable 
Accrued Liabilities • Schedule 2 
Income Taxes Payable 
Note Payable. Bank of Whittier 
Note Payable • Otbor 
Drum Deposits 
Term Debt- Current- Scbedule 2 

TOTAL CURRENT LIABILITIES 

TERM PEBI .St:hec!ule 2 

SHAREHOLDERS' EQUITY 
Common Stock. SO.! 0 Par Value; l ,000,000 Shares Authorized; 
54,065 Shares Issued & OutsJanding 
Paid-In Capital -
Retained Earning 

TOTAL SHAREHOLDERS' EQUITY 
TOTAL I..IABILITJES & SHAREHOLDERS' EQUITY 

SEE ACCOUNTANT'S COMPILATION REPORT 

1,535,368.59 

47,611.76 
12,011.00 

268,636.13 
6J,U3.41 
7,000.00 

~4.~2-i§ 
I .966 723.4~ 

~12.888.70 

5,406.50 
105,723.80 

L702.S4Q,97 
J,S tJ,67J,jl7 
4,360.283.42 

78,714.32 

780,060.21 
1,012,310.16 

49,841.28 
259,210.16 

16,970.96 
135,520 52 

2.332.627,61 

648,000.00 
99,568.00 

189,801.00 
822,673.00 
237,148,00 
365.599.00 

2,362,789.00 
l.S4Q.Q99.00 

822.690.00 

2,580.00 
29.113.87 
31.693.87 

3.187.011.48 

997,558.73 

44,049.42 

61,647.92 

6,90~.00 

27,1!1~.~6 
L!37 ?66.73 

583,741-~§ 

5,406.50 
105,723.80 

1,354 872,89 
1,466 003.19 
3.18701!.48 
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Angel~s Ch~mical Co .. lqe. 

SIA TEMENTS OF INCOME AND RETAINED EARNINGS 

For tho y..,rs End<!f April30, 1996 and April30,19!!$ 

.!222 ~ !.2.'?1 :'{. 

~ 6.877,227.82 100.00 6,615,466.19 100.00 LESS: COST QF SALES 
!,255,5~1.2~ ~ 4,~8, 123.08 ~ CROSS PROFIT 
1.921 .699.119 li2i 1,967.273.11 29.74 

OPERA TIN(; EXPENSES 
Salaries & Wages 563,188.24 8.19 493,900.62 7.47 Compensation Insurance 28,366.02 0.41 32,071".93 0.48 Outside Labor 205,889.96 2.99 266,079.93 4.02 Insurance 

124,025.96 1.80 122,209.27 1.$5 Truck Expenses 151..)80.19 2.20 208,772.39 3.16 freight 
161,506.08 2.35 IS4,774.21 2.34 Conunissions 143,884.57 2.Q9 165,681.53 2.50 Rent 
77,279.73 !.12 75,380.30 1.14 Repairs & Maintenance 117,843.68 1.71 119,641.56 Ul Plant Expense 

111,689.25 1.62 108,464.48 1.64 Printins Expense 9,198.59 0.13 11,72321 0.18 Tank Tosting & Lab Expense 0.00 25,479.97 0.39 Auto & Travel 20,946.16 0.30 34,464.09 0.$2 Bad Debts 26,429.82 o.ls 3,451.39 0.05 Bank Charge (180.00) (0.00) 106,81 o.oo T olophonc: & Utilities 41,398.01 0.60 45,269.50 0.68 Depreciation 40,868,00 0.59 49,833.00 0.15 Payroll Taxes 55,188.70 0.80 49,060.38 0.74 Profe<ssional Services 54,261.52 0.79 54,714.20 0.83 Taxes &. licenses 49,)02.20 0.72 43,606.43 0.66 Business Promotion 31,513.26 0.46 29,703.27 0.4S Office Supplies 29,956.77 0.44 25,124.$2 0.39 Computer Expense 38,099.80 o.ss 40,530.05 0.61 Advenisin& 
5,249.71 0.08 11,752.55 0.18 Profit Shlll"ing Expense 6,500.00 0.09 (467.00) (0.01) Employee Welfure 9,876.70 0.14 13,S8S.62 0.21 Dues & Subscriptions 9,685.08 0.14 9,480.56 0.14 Equipment Rental 32,379.86 0,47 21,450.68 0.32 $emirutrs &. Meetings 7,056.06 0.10 4,982.00 0.08 Donations 480.ll!l O.ot 73S.Qll lill TOTAL OPERATING F,,'(I'ENSE ~. I~J,,fi2,~ lL.ll 2~2,1§2,~~ .lti2 OPEMTING !LOSS\ (23 I ,$10.03) (3.37) (254,889.34) (3.85) 

OTHER IN<:OME !EXPENSES}- Schedule I 592 049.1 I 8.6) !33.314.16) 10.50) 

INCOME (!,OSS) BEFORE INCOME TAXE§ 360,479,08 5.24 (288,203.50) (4.36) 

Provision for Income Taxes 12.811.00 0.19 800.00 lill 
NET INCOME (!,Q~~l TO RETAI~l;(! EARNit!GS 347,668.08 ~ (289,003.SO) (4.)7) 
R£TAINED EARNINGS- BEGINNING 1,354 §1~.82 tMl,!Z6.39 RETAINED EARNINGS- ENDING 1,702 540.97 1.;!54,872.89 

SEE ACCOUNTANrS C"OMPII .ATtnN D~J:Jn~;~-r 
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Ang~rles Chemit:al Co .. Inc. 

STATEMENTS OF CA§H FLOW 

For the Years End<d Apdl 30, 1996 and Apri130,122S 

QI:ERATING ACTIVITIES 
Net Income (Lnss) 
Adjustmenls to R=ncile Net (Loss) to Net Cash 
Provided by Operating Activities: 
Equity in Income of Affiliate 
Depreciation 

CASH PRQV!DED !USEID J!Y OPEJV, T!ONS 

CASH PRQ\IJDED BY QPW TING ASSETS ANJ> LIABILITI£i!l; 
(lncrell$0) De<:tease in AC<:Ounu Receivable 
(Increase) in lnvcntorie<; 
D<:crcase in Defem:d ChiiJ'8"• 
(lnc:tOaSe) ~e in Other Current A5Sltls 
(Increase) in Other Assets 
lnCR~~Se in Ac:counu Payable 
Increase (Decrease) in Accrued Liabilities 
Increase (Decrease) in Customer Deposits 
Increase (Decrease) in Income T"" Payable 

I!(ET CASH <USED) PROVIDED I!Y OPERA T!NG ASSETS AND LIABILITIE§ 
ll!ET CA§H !USED! BY OtERA TIN I'; aCTIVIT!Eii 

INVESTING ACTIVITIES 
Distributions ftom Affilillle 
Pu!l:hue ofPro!*IY. Plant&. Equipment 

NET CASH PROVIDED BY INVESTIN!1 ACTIVITIES 

FINANCING ACTIVIT!!\~ 
Increase (Decrease) in Notes Payable 

INCREAS~ !DECREASE\ IN CASH AND CASH EQUJV ALENUJ 

CASH AND CASH EOUIVALENTS • BEGINNING OF YEAR 

CASH AND CASH EOI!IV ALENTS. END or YEAR 

SUPPLEMENTAL D!SCLOSJlRE OF CA$H FLOW INFORMt\T!Otj 
Cash Paid During the Years Ended April 30, 1996 and April 30, 199$ fur: 

Income Taxes 

Interest 

347,668.08 

(90,370.64) 
40.8§8® 

298,!6M4 

(27~.141.51) 

(216,228.73) 
45,578.23 

(540,414.09) 
(3,500.00) 

537,809.86 
3,562.34 

9$,00 
12,011.00 

(436.227.90) 
(138,1!62.46) 

112,698.00 
(45.418.00) 
67.280.00 

272,125.66 

201,343.20 

78,714.32 

280,057.52 

800.00 

49 456.71 

(119,965.13) 
49.833.00 

(359,135.63) 

4M42.97 
(126.295.71) 

27.414.89 
65,909.61 

133,139.87 
(433$4) 

(60,65 1.53) 
l,369.0Q 

87.995.56 
!271,140.07) 

115,078.33 
(61.445.00) 
53.633.33 

!48,SIS.69) 

(266,022.43) 

344 736.75 

78,ZJ4.32 

800.00 

51.525.00 
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A,D«Ies Chemical Co .. lac.. 

OTHER INCOME (EXPENSES> 

For tbo \:•m Ended April30. !996 ond April ~p,1995 
Sched•lo I 

.1.22§. ~ !22.1 ~ 

Income Split· Sa.riuon Chemical Co. 90,370.64 1.31 ll9,965.13 1.81 
T111111i1Wing Charges 22.645.90 0.33 32,143 •. 29 0.49 
lnt.,..st lnc:ome 3,260,93 o.os 6,630.57 0.10 
Clalnu Expense (5,063.62) (0.07) (8,576.10) (0.13) 
Compensation lru;urancc Dividend 36,322.81 0.55 
Contamination Proceeds (Exponsc) 542,195.68 7.88 (168,443.00) (2.55) 
Casualty Loss (7,133.44) (0.10) 0.00 
factoring Discount (8,595.58) (0.12) 0.00 
Miscellaneous Income 4,526.31 0.07 168.14 0.00 
Misc:ollaneous Expense (701.00) (0.0 I l 0.00 
lntenost Expense 149.456.71) (0.72) m.m&l!> (0.78) 

N~ QIHt<l! !N!:;QME {EX~E~El 592.049.1 I .!£!. '~~.~ 14.j6) (0.50) 
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DEFERRED CHARGES 
Propony Taxes 
Insurance 

l.eaoe 
Excise TliX • Fuel 
T-&Wcenses 
Employee Benefits 
Other 
Compensation Insuranoe 

TOTAL 

ACCRUED LIABILITI!);S 
Commissions 
Sales Taxes 
Payroll 
Other 

TOTAL 

TERM DEBT 
I. Loeke 
A. Rosenthal 
N. Spieler, Trustee 
Jasuor Credit Corp. 

TOTAL 

TERM DEBT 
J.Loeke 
A. Rosenthal 
N. Spieler. Trustee 

TOTAL 

Angeles Chemical Co.1 lac. 

BALANCE SHEETS SCIIED!li,ES 

Apr!l30, 1996 and Allrill0,1995 

Current 

9,736.63 
9,736.63 
9,736.63 
5,732.67 

34.94?.56 

Current 

9,035.22 
9,035.22 
9.035.22 

27.105 66 

s,bcdule 2 

1996 1995 

1,974)4 1,922.22 
72,402.80 95,511.00 

S18.00 Sl8.00 

16,843.39 
1,042.56 622,00 

172,75 
10,121.62 14,93).27 
3.710.19 ~.IZ!M4 

§9,942.29 135,520.52 

16,849.31 5,801.90 
1,493.21 9.590.80 

12.624.36 7,011.25 
16,644.88 21.645.47 
47.611.76 _44,049.42 

.!Jll?i! 
lll:m. Toto! 

184,843.89 194,580.52 
184,843.89 194,S80.S2 
184,843.89 194,580.52 

_25,357.03 _J1,089.70 

- 579.888.70 _§14,831.~6 

l2U 
l!n!! Tolt1 

194,580.52 203,615.74 
194,580.52 203,615.74 
194,580.52 'QJ.~15.74 
SS31741.S6 610.847.22 
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BRAMSTEDT 
and Associ;;~tes lncorporat~d 

Flnanc;:ial COn:!;ulting 

6u~ine.ss Vc:lluatlons 

financial Analysis 

Qualifications of 
Bramstedt & Associates, Inc. 

Eric M. Bramstedt, CFA, has over 30 years experience in the field of financial analysis, equity 
evaluations, securities analysis and investment banking. From 1967 to 1977 Mr. Bramstcdt was 
a senior security analyst and officer of three San Francisco based institutional research firms 
including Sutro & Co. He has prepared over 500 business valuations of closely held companies 
for merger and aequisition, gift and estate taxes, Employee Stock Ownership Plans (ESOPs), 
buy/sell agreements, marital dissolutions, litigation support, and others. These valuations have 
covered a broad scope of closely held and public companies including several Fortune 1000 
listings. Mr. Bramstedt possesses in-depth knowledge of ESOP functions, structuring and 
valuation through fifteen years of extensive experience with four leading ESOP design and 
valuation firms--Sansome Street Appraisers, Inc. (Menke & Associates); Kelso & Co.; Houlihan, 
Lokey, Howard & Zukin; and Private Capital Corp. This experience includes work for an 
employee coalition's proposed ESOP buy-out of Eastern Airlines. 

Mr. Bramstedt has provided business valuation and financial consulting services to companies 
in manufacturing, foundry, retail trade, commercial banking, architecture and engineering, 
technology, distribution/manufacturer's representative, oil and oil service, health care, forest 
products and building materials, construction and contracting services, newspaper publishing and 
commercial printing. Mr. Bramstedt is a specialist in transportation, particularly trucking. Clients 
have included major domestic and international transportation companies for acquisition, 
investment banking, ESOP and other applications. He is editor of Cal-Tips, an operating and 
financial study of the California less-titan-truckload business. 

Mr. Bramstedt is a Chartered Financial Analyst (CFA) and a member of the Institute of Chartered 
Financial Analysts, the Association for Investment Management and Research and the Transpor­
tation Research Forum, and is a charter member and President of the Valuation Roundtable of 
San Francisco. He holds a Bachelor's Degree in Economics from Stanford University. Mr. 
Bramstedt has appeared as an expert witness before the California Public Utilities Commission 
and in civil court on matters of economic damages. 

2402 Vista Del Mar Lane 11buroo. CA. 94920-1208 Tel415-4~5-9438 fax 415-435-94!i8 

114 S~nwme St. ~uU.e 808 San f'r'l!lndsco. CA 94104-3818 'fet 415-~2-9900 fa11: 41~362-6492: 
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December 6, 1996 

Personal 

Mr. John Locke 
Angeles Chemical Co. 
P.O. Box 2163 
Santa Fe Springs, California 94670 

Dear John: 

Based on financials and other information, I ljl11 prepared to complete promptly these ESOP 
valuations: 

4/30/96 

10/31/96 

Purpose 

· Plan . administration 

To confirm ESOP is !1!21 paying more than 
li!ir market value for Bob Berg's stock 

However, I need the following additional information: 

• Finalized financial statements from Singer as of April 30, 1996 and October 31, 1996 
reflecting specific amount and date of ESOP contribution. 

• Amount of total dollars to be paid for Berg's A and B stock and number of B shares 
to be purchased from him. 

• Specifics of lawsuit settlement, i.e., amount of damages and interest and when funds 
were received. 

• ESOP loan terms and amortization schedule when available. 

• Reasons for substantial business increase so far in fiscal 1997. 

• · Reply from Tim Mahoney to the enclosed letter. 
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Mr. John Locke 
December 6, 1996 
Page two 

At the time of the ESOP/Berg transaction, I will need a comfon letter from you stating that 
there have been no material changes in Anchem 's business, opemtional or financial condition 
since October 31, 1996 and that there is no litigation against the Company. 

The considerable time, effort and due diligence required for these valuations suggest that our 
fee will be above the $3,600 of last year. 

I am prepared to discuss yerv pre]jmjnari)y my valuation conclusions. 

Sincerely, 

Eric M. Bramstedt 

EMB:ew 
enclosure 
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3/tl 
~945·3811 
C'71.dJ ~2'1-?BBD 

FAX {2131 698·7571 

JAMES W. LOCKE -¥:JIP6 
Operations Manaver · 

ANGELES CHEMICAL CO., INC. 
$e1 !S eCRENSCN AVI:;:.--eANT~ F'E SPRINC:iS, CA ~0670 
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Robal1 0. Berg 
Chairman of tha Soard 

OVBiffy Tradili~fJCfJ 1887 
z;.. (_. __..,.,.. 

Phone: (213) 261·81 14, Ext. 241 Fax: (213) 261·5491 
3150 East Pico Boulevard, Los Angeles, CaJilornia 90023-3683 
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SENT BY:Xero~ Telecopier 7020 :11-27-96 :11!09AM ; 415 362 6492:1 1 
. ' 

·. . . y.;6t 
Mtllllt•• 111111 Uff,lrU ·,.lrmJPt f~ f.;llrf11tfl ,UIUI .&tCii,UII, t•il C:Ai11tlf111A IOtllfY Of tllflflll '"I&IC ·~CifiN1AM71 ~ 
llllft !NI WIJIIII\flln fl., Su&~ .ll!!i.~.l,ol.lc.l. CA 81J!!~~~ :~'"1'-' 11Cd0s~~;!!!'.!lli}Y!;!f~U!l12111 ~:!i!,'........._. --· 
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SENT BY:xerox ielecopier 7020 :11-27-95 :11:09AM 2107262411~ 

Angeles Chemical Co., Inc.· 
8915 Sorensen Ave. 

/ 

SINGER, TRAYNOR & COMPANY 
CERTIFIED PUBUCACCOUNTANTS 

60$5 East Wa&hingttm Bl .. Suits 500 
Los Angeles, CA. 90040 

November 20, 1996 
.' 

Santa fe Springs, CA 90670 

~ ac<:ompanyin&: balance shoel of Anplee Chemical Co., W: • ., of Oclober 31, 1996 and 

the related st.temont of ill<;ome and ldBined eamlngs for the 6 mombs then ended, have been 

o;ampilcd by us in ~ with S~ on Standards fur Accounti"ll and Review Servic:a 

i!ISIIed by the Amai~ !Mti\\ile of Cenifled Public Accolllllinls. 

A compilation islimiled 10 ~"8 in tbe. furm offioancialllllltemellts inlilnllation thlt is 

the reprc!llMtation of manqcment. We have not audited or rmewed the lK:CIIIIIpll!lyins flnancill 

lllatements and, BC~:Oidingly, do not expms an opinion or any other fonn 11f USIIIIIICe on them. 

Mlnqement has eleoted 10 omit subltantially all of tbc dlliCioauteS and lhe stalemellt 11f 

cash fiows rcqllirW by generally acceptc:d 8COOllllling principles. If tbe omitted dbdosum and 

stlllement of cash fiows were included with the financial statcmanll, they mieht infl\leiiQO the: user's 

concl11sions about the Company's flllllllcial position, results of opmtiom, and cub fiows. 

Accordingly, lhese financial swemants ""' not designed r tboP who IN not lnfonned about such 

matters. 

.. ....... ·-...... ·-- .. ·--.. ...-·---
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November 22, 1996 

Mr. Tim Mahoney 
Angeles Chemical 
8915 Sorensen Avenue 
Santa Fe Springs, California 90670 

Re: Angeles Chemical ESOP Valuation as of April 30, 1996 

Dear Tim: 

Enclosed is a copy of Anchem's Company Description from the April 1995 ESOP valuation 
repon. 

Would you please update and FAX and mail me the marked up copy. John is anxious to 
have the ESOP valuation completed by early December. 

Best wishes and thanks. 

Sincerely, 

Eric M. Bramstedt 

EMB:ew 
enclosure 
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November 6, 1996 

Mr. John Locke 
Angeles Chemical Co. 
P.O. Box 2163 

'"' .9'~9Z.....t; .9'u.i4J'f!8 
.9'""-' §~ 'if~!J.MM-.J8f8 

(u.:J .Jtit-!1.9f!O 
.?- fu!j) Ul!-fiA.~.t 

Santa Fe Springs, California 94670 

Re: ESOP Valuation as of April 30, 1996 

Dear John: 

I am very pleased to hear about the favorable S&J litigation outcome and settlement, which 
obviously enhances Anchem's financial position and equity value. 

Since you (as Trustee) are considering a significant "party-at-interest• ESOP transaction with 
Bob Berg, we should address the issue of the fair market value of the Company's real 
property, which may be below its book cost. I will be using a book value methodology 
again at April 30, 1996: Enclosed are copies of my comments on this issue from the 
April 30, 1995 ESOP valuation report. 

It would be preferable to get an independent real property appraisal and that is my nx:om­
mendation. I also believe the fair market value of the shareholder notes is below their stated 
value. It is possible that the fair market value "discount" or offset for the asset and liability 
could be offsetting. Let's discuss. 

I will begin the valuation process as soon as I get Ted Singer's final April 30, 1996 financial 
statements. 

Sincel:ely, 

Eric M. Bramstedt 

EMB:ew 
enclosure 
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In 1995, Anchem had about 119 active industrilll customers and 362 in the packaging division, 

both down from earlier yean but about unchanged from fiscal1994. Most are locaJed in Southern 

California. Ellis Paint Company, owned by Robert Berg, an Anchem founder and shareholder, 

is an impoJ:Ialll customer. 

Anchem' s basic raw materials are these organic chemicals -propylene, glycol, toluene, ethylene 

glycol, acetone, miner.U spirits, 1-1·1 trichloroethane, and alcohols. These are fonns of petroleum 

distillateswhicharepurchasedfromShell, Union Carbide, Eltxon, CelaneseandVulkanMaterials. 

The Company has on-site 32 underground storage tanks of 5,000 to 20,000 gallons capacity each 

and four above-ground tanks (old railroad tank cars): one of 10,000 gallons capacity and three 

of 6,000 gallons each. Some of the storage tanks are not now used given the decline in sales 

and volume since the 1980s. 

Anchem operates out of administrative offices and packaging and storage facilities on a 1. 8 acre 

site in Santa Fe Springs, California. The land, structures and improvements are Company "Owned. 

On January 1, 1994, title for the 1.8 acre land parcel was transferred from a partnership of the 

three founding and two current shareholders to the Company in consideration of three equa114-

year $216,000 notes (aggregating $648,000) paying 7.5% annual inteq:st .. The total yearly 

principal and interest payments of $72,000 equal the former rent paid to the partnership and the 

transaction was therefore cash flow neutral to Anchem (on a pretax basis). 

The land transfer priee was determined hy the three parties on other than an arm's-length "third 

party• negotiated basis and which basis was not specifically disclosed to the appraiser. Given 

the property environmental clean-up yet to be completed and the land's location next to a 

Superfund site, the appraiser believes the independently detennined fair market value (FMV) of 

the real property may be below the $648,000 capitalized on Anchem's financial statements as 

of April30, 1995. Therefore, the appraiser recommends that the ESOP Trustee obtain a real 

property FMV from a qualified independent commercial real estate appraiser for reference in 

preparing future ESOP valuations. 

In addition to its Santa Fe Springs facility, Anchem rents a warehouse in Santa Fe Springs for 

de-crating, and uses a Los Angeles public warehouse for distribution- replacing a terminated 

warehouse lease with Robert Berg. 

As of April1995, Anchem had 28 full-time employees versus 21 a year earlier (plus temporary 

labor). 

Samson Qwmiql Co. Joint venture 

On March 31, 1991, Anchern enteml into a five and a half year agreement with Sammco, Inc., 

dba Samson Chemical Co., to opetate on a joint venture basis for five years beginning October 1, 

1991. Ifthejointventureis lllilleffectiveonSeptember 30, 1996, Samson will cease operations 

and transfer to Anchem its distributor relationships and its business and customer accounts. In 

the interim, both companies maintain separate opemtions (at Santa Fe Springs) and customers. 
Through this affiliation, Anchem was able to broaden its product line to include epoxy products. 
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These eight factors are fundamental to any appraisal of closely held =rities. They are not, 
however, all-inclusive. Other factors relevant to the subject valuatioo were also considered, such· 
as the ESOP repurchase liability and its effect on the application of a marketability discount. 

Valuation Blstory and Conclusion 

This valuation represents an update of prior appraisals of Anchem's common stock for ESOP 
purposes prepared by this apprailier as a subcontractor to Sansome Street Appraisers, loc., a 
wholly owned subsidiary of Menke & Associates, Inc. The following table summarizes our fair 
market value findings for the past five fiscal years: 

AIIWI:li Ch<!miea! Q.l, 
Sum~m~n 2f Fait Muket V!lye Determinati~ 

F199S-1991 

Tim<t!! 
Aggregat<> Per Perl'!!!!t o( Oroos Worlcing 

))ate ESOP Value ~ Sales ~ ~ Profit O.pib!l 

4/30/9S $1,187,463 $12.00 18.0% 37.3% 81% 0.60X Q.99X 

4/30/94 1,421,SSS 26.30 20.4 41.2 81 0.64 0.93 
4/30193 1,6$0,000 30.50 20.4 $2.1 92 0.68 1.06 

4/30192 1,621,000 30.00 20.1 51.3 92 0.83 1.10 
4/30/91 1,6$:1,300 30.60 20.8 61.2 94 0.83 1.10 

Based upon our aoaJ.ysis of Angeles Chemical Co., Int., our experience in the valuation of 

closely held securities, and the consideration of the factors set forth in this report, we are 
of the opinlon that the a~te minority interest fair market value of the common stock 
of Anchem for Employee Stock Ownel'$hip Plan purposes as of plan yeaw: end April 30, 1995 
was $1,1&7,463, or sn.oo per share based upon 54,065 shares of A and B common stock 

outstanding. 

This determination of fair market value is based on an adjusted book value approach and is 
discounted for restricted marketability. 

The appraiser understands that this valuation. conclusion will be used primarily for Plan 
administration purposes at April30, 1995. Before future ESOP valuations are conducted, 
where there are to be liiguifacant ESOP/Company stock transactions the appraiser 

recoiUIIleBds the Trwitee obtain an independently derived fair nnu:ket valuation from a 
qual.lf'red commercial real estate appraiser of the Company's real property acquired in 
Januacy 1994 from its founder/shareholdCJ:$. 

The property ownership in equal interests was transferred from the three principals to the 
Company for $648,000, a price negotiau:d by the principals and wbich may not represent arm's­
length fair markl:t value. The property• s marketability to a thU,d-party buyer may be impaired 
by its environmental problems, Concurrently, the face amouni of the three (original) $216,000 
7-112% 14-year notes may also be above their third-party fair market value, although no effort 
has been made by the appraisec to determine theil: fair market .value. 

-3-
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ANGELES CHEMICAL CO .. INC 

!NPEX 

I. Accountant's Compilation Report 

2. Balance Sheets 

3. Statements oflncome and Retained Earnings 

4. Statements of Cash Flow 

5. Other Income (Expenses) - Schedule l 

6. Balance Sheet Schedules - Schedule 2 
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Aneeles Chemi~ Co., Inc. 
8915 Sol'mSIIIIAve. ' 

SINGER. TRAYNOR & COMPANY 
CERTIFIED PIJBUC ACCOUNTANTS 

· $00 Citalkl Drive. Suite JOQ 
l.ol A.npl6s, CA 91)().10 

Octob¢r 21, 1996 

Santa Fe Sprin&J. CA' 90670 

Thl -=comPM:,Yill,g bei1Ul1.1C $heels of Anseles Che!nic:lll Co., Inc. N 'of April 30, 1996 lind 
Apri130, 1995 end 1be n:lated st.~S~C~n:umlll of incom<:~ an4 tellincd eamiDgs and eub Sow for the years 
then ended, have *n c:ompiled by us in 11\:Wrdanee with Statomenlll on Standllrdllful' Accounting 
and Review SetviJ:e& I$$U«< by the Amcritllll Institute of Certified Public Ac:countautll. 

A compilation is lim!Wd to prNCntins in the fonn of fllllllil:illl .9talcmc:a111 ia:lbmullioa that ill 
the n>pn>lmtation 11f ~t. We bl'lve IIQI audited or reviii\Yed the ICCOI!IpiDlfiaB llnanc:ial 
slallmlet11S and,II\:Wrdlngly, do not IIX)lmiS 1111 opinion or MY other tbnn of81111U1'811Ce on them. 

Managcml!lll !WI elected to omit substantially all of the diiiCIOIW'C.S n:quind by generally 
accepted accounting priac.iples. If the omitted diiiC!osW"CS W4ll'l! illolud«< ia the fiaiUICial Slalcuu:rdl, 
they might influe1111e the WICII'$ corn:lusions about the Company's li.mlnllial position and l1llllllls of 
open~tiollll. Ac:cordingly, these financial statements 111'11 not de.sisnecl 1br those who 111'11 not informed 
about sooh llllltlm. 

=' 11 ""':.r.! ... , .. I ' ' . ~--~~-·--· ····-···---·-··· ........ .. --------------~-----
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CURRENT ASSETS 
Ca.h 
Accounts Receivable (Net of Bad Debts Allowances of 
$5,000.00 and $5,000.00 Respectively) 
Inventories (Lower of Cost, FIFO or Market) 
Due from Stallion Tank Lines. Inc. 
Due from Samson Chemical Co. 
Due from Litigation 
Due from Other 
Employee Advanco~ 
Deferred Cha.r;es • Schedule 2 

TOTAL CURRENT 1\SSETS 

EIXED ASSETS (at Cost) 
Land 
Office Trailers 
Trucks & Autos 
Tanks &. Plant Equipment 
Furniture & Fixtures 
Plant 

TQ:[AL 
Less: Accumulated Depreciation 

BOOK VALUE 

Q!HER ASSETS 
Deposits 
lnvesrment in Stlnlson Chemical Co. 

IOTAL OTHER ASSETS 
TOTAL ASSETS 

Angeles Chemical (:o., htc. 

BALANCE SHEETS 

April30, 1996 ond Apr!l30,19'1li 

ASSETS 

280,057.52 

I.OSS,201.72 
1.228,538.89 

30,228.28 
173,799.85 
640,000.00 

450.00 
21,9$8.36 
89,942.29 

3,520,176.91 

648,000.00 
99,568.00 

212.632.00 
830,643.00 
241,765.00 
365.599.00 

2,398.207.00 
I 570,967.00 

827,240.00 

6,080.00 
6,786.51 

12,86651 
4.360.283.42 

LIABIUTIES AND SHAREHOLDERS' EQUITY 
CURRENT LIAQILITIES 
Accounts Payable 
AconJed Liabilities· Schedule 2 
Income TOJ<es Payable 
Note Payable· Bank ofWhiuier 
Note Payable • Other 
Drum Deposits 
Tenn Debt- Current • Schedule 2 

TOTAL CURRENT L!j\IIILITIES 

TERM QEIIT ·S<bodule 2 

SHAREHOLDERS' EQUITY 
Common Stock, $0.10 Por Value; 1,000,000 Shares Authorized; 
54,065 Shares !>sued & OuiStanding 
Paid-In Capital -
Retained E"--lling . 

TOTAL SHAREHOLDERS' EQUITY 
TOTAL LIABILITIES & SHAREHOLDERS' EQUITY 

SEE ACCOUNTANT'~ f:OMPII AT!t\N '""'"O'l' 

1,535.368.59 
47,611.76 
12,01 LOO 

268,636.13 
61,153.41 

7,000.00 
~4,942.~§. 

1,966 723.45 

579,8§~ 70 

5,406.50 
105,723.80 

1,702,540.97 
1,813,671.27 
4.360.2§3.42 

78,714.32 

780.060.21 
1,012.310.16 

49,841.28 
259,210.16 

16,970.96 
135.520.$2 

2,332,627.61 

648,000.00 
99,568.00 

189,80!.00 
822,673.00 
237.148.00 
36$.599.00 

2,362,789.00 
I,S40,09ji.OO 

822,690.00 

2,580,00 
29,\13.87 
31.693.87 

3.187.011.48 

997,558.73 
44.049.42 

61,647.92 
6,905.00 

27 10~.66 
1.137,266.73 

58J,Z~I.56 

5,406.50 
105,723.80 

I ,354.872,!!9 
I .466,003.19 
3.187,011.48 
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Angeles Chtmic•i Co., Inc. 

STATEMENTS 01" INCOME ANp R,ETAINED EARNINGS 

F'or the Years Ended April 301 1996 aad April 30,1995 

1996 ~ lW. :!!! 
SALES 

6,877,227.82 100.00 6,615,466.19 100.00 LESS: COST OF' SALES 
~.95~.m ... 93 ll,.Q& 4,64§,123.0§ 70.26 GROSS PROF'IT 
1.92L699.89 Z2.2! 1.967,273.1! 29.74 

OPERATING EXPENSES 
Salaries & Wages 

563,188..24 8.19 493,900.62 7.41 Compensation Insurance 
28,366.02 0.41 32,071.93 0.48 Outside Labor 

205,889.96 2.99 266,079.93 4.0l Insurance 
I24,025.96 1.80 I22,209..27 1.85 Truck Expenses 
ISI,J80.t9 2.20 208,772.39 3.I6 Fteii!ht 
I6I,S06.08 2.35 IS4,174.2I 2.34 Commissions 
143,884.57 2.09 165,681.53 2.50 Rmt 
77,279.73 1.12 75,380.30 1.14 Repairs & Maintenance 

117,843.68 1.71 119,64l.S6 1.81 Plant Expense 
111,689.25 1.62 108.464.48 1.64 Printing Expense 

9,198.59 0.13 11.723.21 0.18 Tank Testing & Lab Expense 
0.00 25,479.97 0.39 Auto & Travel 

20,946.16 0.30 34,464.09 0.52 Bad Oebu 
26,429.82 0.38 3,451.39 o.os BankChargt 

(180.00) (0.00) 106.81 0.00 Telephone & Utilities 
41,398.0I 0.60 4S,269.SO 0.68 Depreciation 
40,868,00 0.59 49,833.00 0.15 Payroll Taxes 
SS,l88.10 0.80 49,060.38 0.74 Professional Services 
54,267.52 0.79 54,714.20 0.83 Taxes & Licenses 
49,302..20 0.72 43,606.43 0.66 Business Promotion 
31,513.26 0.46 29,703.27 0.45 Office Supplies 
29,956.77 0.44 25,724.52 0.39 Computer Expense 
38,099.80 o.ss 40,530.05 0.61 Advertising 

5,249.71 0.08 11,752.55 0.18 Profit Sharing Expense 
6,500.00 0.09 (467.00) (0.01) Employee Welfare 
9,876.70 0.14 13.585.62 0.21 Dues & Subscriptions 
9,685.08 0.14 9,480.56 0.14 Equipment Rental 

32.379.86 0.47 21,450.68 0.32 Seminars & Moetihgs 7,()56.06 0.10 4,982.00 0.08 Donations 
~80.00 l!..Ql ZH.OO Q.Q! IOTA!, OPERATING EXPENSE ~,15J.~6l!.26 l.L.U '"~~.162.4~ 33.59 OPERATING !LOSS) 

(231,570.03) (3.37) (254,889,34) (3.85) 

!?THE!!, INCOME <EXPENSES)· Schedule I 592,049.11 !£!. (33.314.16) (0.50\ 

INCOME ILO$Sl BEFORE INCOME J:AXES 360,479.08 5.24 (288,203.50) (4.36) 

Provision for Income Taxes 
12.811.00 l!..!.2 800,00 O.ol 

NE"f INCOMJ (LOSSJ TO RET A!rif;D f:jA~NIN!iS 347,668,(18 ~ (289,003 .SO) (4.37\ RETAINED £ARNINGS- BEGINNING I 1~4,872.89 I ,643,§76.39 JU:T AINED EARNINGS. ENDING I ,7020540.27 1.3~~.872.89 

SEE ACCOUNTANrS ('OMPII.ATII'IN .,.,.,,...,.,. 
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Angeles Chemical Co .. Int. 

STATEMENTS OF CASH FLOW 

Forth~ Yean Eqded Apri130, 1996 anq Apri130,1995 

OO:ERA IJNG t\CIIVIIIES 
Net Income (Loss) 
Adjuslmcnts to Reconcile Net (Loss) to Net Cash 
Provided by Operating Activities: 
Equity in lneome of Affiliate 
Depreciation 

CASH PROVIDED (USED) BY OPERATIONS 

CASH PI!.QVIDEP I!Y OPERA IING ASSETS AND LIABILITI£~: 
(lRCI'eliSe) Dec""'-'• in Accounts Receivable 
(lnc...,.e) In Inventories 
Oecttil.!l: in Deforrcd Charges 
(lnCI'I!li$C>) l>ectcoSe in Other Current Assets 
(lncrCQC) in Other Assets 
lncl'li&SC in Accounts Payable 
lnc~CQC (OcClUSII) in Accrued Liabilities 
lncrOlllle (Oecttasa) in Customer Deposits 
Increase (Decrease) in Income Tax l'ayablc 

NET CASH IUSEDl PROVIDED BY OPERA T!NG ASSETS AND UABIUTIES 
NET CASIIIllSEDl BV OPI':I!A TING ACTIVITIES 

INVESTING ACTIVII!ES 
Distributions liom Affiliate 
Purchase ofPI'Qpcrty, Plant & Equipment 

NET CA,SH PROVIDED BY INVESTING ACTIVITIES 

FINANCING ACTIVITIES 
Increase (Decrease) in Notes Payable 

INCR.EASE (DECR£ASE) IN CASH AND CASH EQUIVALENTS 

CASH AND CASH EOUIV A LENTS- BEGINNING OF YEAR 

CASH AND CASH EOUIV ALENIS- END OF Y£AR 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 
Cll1ih Paid During the Y e:m Ended April 30, 1996 and April 30. !995 for: 

Income Taxes 

Interest 

347,668.08 

(90,370.64) 
40,'1168,00 

298,!6~.44 

(275,141.51) 
(216,228.73) 

45,578.23 
(540,4!4.09) 

(3,500.00) 
537,809.86 

3,562.34 
95.00 

J2,01 1.00 
(436,227.90) 
1138,062.46) 

112,698.00 
14$.418.00) 
67,28Q,OO 

272,125.66 

201,343.20 

78,714.32 

280.057.52 

800.00 

49 456.71 

(289,003.50) 

(I 19,965.13) 
49 833.00 

1359.135.63) 

46,542.97 
(126.295.71) 

27,4!4.89 
65,909.61 

133,139.87 
(433.54) 

(60.651.53) 
2J§9.00 

87 995.56 
(271, 140.0Z) 

115,078.33 
<§ 1,44 5.00) 
53.63333 

<48,$1S.69) 

(266.022.43) 

344,736.75 

78,714.32 

800.00 

51.525.00 
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Ang~r.les Ch~trtoi(:AI Co .. Joe~ 

OTHER INCOME <EXPENSES) 

For tbt Years Ended Apr!l30, 1996 and Aprt! 30,1995 

Schedule I 

1996 % 1995 ~ 

Income Split - Samson Chemical Co. 90,370.64 1.31 119,96~.13 1.81 
T cnninllling Chqes 22,645.90 0.33 32,143.29 0.49 
Interest Income 3,260-93 0.05 6,630.57 0.10 
Claims Expense (5,063.62) (0.07) (8,576.10) (0.13) 
Compensation Insurance Dividend 36,322.81 0.55 
Contamination Pr!l<"eds (Expense) 542,195.68 7.88 (168,443.00) (2.55) 
Casualty Lou (7,133.44) (0.10) . 0.00 
factoring Discount (8,595.58) (0.12) 0.00 
Miscellaneous Income 4,526.31 0,07 168.14 0.00 
Misc.:lloneous Expense (701.00) (0.01) o.oo 
Interest Exptnlle f49.4S6.7!l (0.72) (51,~?5 .00) !!11IU NET OTHER l!l!~OME (EXPENSE) 592,049.) I !:§.! !)3,314.16) (0.$0) 
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DEFERRED CUMlQ£S 
Propeny Taxes 
Insurance 

Leas• 
Excise TIIX - Fuel 
Tax .. & Liunses 
Employee Benefits 
Olher 
C0111penslllion Insurance 

TOTAL 

ACCRUED UABILITIES 
Commissions 
Sales Taxos 
Payroll 
Other 

TOTAL 

TERMDEQT 
J.l..ocke 
A. Rosenthal 
N. Spieler, Trustee 
Jagw Credit Corp. 

TOTAL 

TERM DEBT 
J. Locke 
A. Rosenthal 
N. Spieler, Trustee 

TOTAL 

J\ng~J~s Cbemical Co., lne. 

BALANCESHEEJSSCHEDULES 

Aprll30,l99hnd Auril30.I??S 

Currmt 

9,736.63 
9,736.63 
9,736.63 
5.732.67 

34.942.56 

Current 

9,035.22 
9,035.22 
9,03S.22 

77.105.66 

Sehodolo 2 

1996 !995 

1,974.34 1.922.22 
72,402.80 95.511.00 

518.00 518.00 
16.843.39 

1.D42.S6 622.00 
172.78 

10,121.62 14,933.27 
3,710.19 2,17Q.64 

89.942.29 13~.520.52 

16,849.31 5,801.90 
1.493.21 9,590.80 

12,624.36 7,011.25 
16.644.88 ~1.645.47 

_47.611.76 _44.049,42 

~ 
I!!l!! Total 

184,843.89 194,580.52 
184,843.89 194,580.52 
184,843.89· 194,580.52 
25,35'7.03 l!,082-JO 

_579,888.70 _614.831.26 

.!22i 
I!!l!! Ill.!.ll 

194,580,52 203,615.74 
194,580.52 203,615.74 
124.S8Q.S2 2Q3,615.74 

-583,741.56 610.847.22 -
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AL CO INC. MIC .. ANGELESCHE 
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ANQELES CHEMICAL co .. ,INC. 

INDEX 

1. A~;countant's Compilation Report· 

2. Balance Sheets 

3, Statements ofincome and Retained Earnings 

4. Statements of Cash Flow 

5. Other Income (Expenses) • Schedule l 
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Angeles Chemical Co., Inc. 
8915 Sorensen Ave. 

SINGER, TRAYNOR & COMPANY 
CERTIFIED PUBUC ACCOUNTANTS 

500 Citadel Drive, Suite .300 
Los Angeles, CA 90040 

::u :> - "1:J.-6- 2.."-fl ( 

October 21, 1996 

SIU!ta Fe Springs, CA 90670 

The accompanying balance sheets of Angele$ Chemical Co., Inc. as of April 30, 1996 and April 30, 1995 and the rclated $!atemcnts of income and retained eanUng5 and cash flow for the yelllll then ended, have been compiled by us in accordance with Statements on Standards for Accounting and Review Services issued by the American Institute of Certified Public Accountants. 
A compilation is litnited to presenting in the form of financial statements information that is the representation of management. We have not audited or reviewed the accompanying financial statements and, accordingly, do not express an opinion or any other foiiii of assurance on them. 
Management has elected to omit substantially all of the disclosures requirlld by genei'ally accepted accounting principles. If the omitted disclO$Ures were included in the finaricia1 statements, they might intluence the user's conc:lusions about the Company's :financial position and results of operations. Accordingly, these financial statements are not designed for those who are not informed about such matters. 

r ~,. _"' ,-~:c,~, . , . : 

::'AT~~p~~~~-- .. :. ;;.';:~ :_::.:}': ji 
. - ... ~---·. ~ .... .._.~~~---

Singer, Traynor & Co. 
Certified Public Accountants 
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CURRENT ASSETS 

Cash 
Accounts ReceivAble (Net of Bad Debt.a Allowances of 
SMOO.OO and $~,000.00 Iltspectiv~ly) 
lnventorios (Lower of Cost, FIFO or Market) 
Due !Torn Stallion Tank Lines, Inc. 
Due from Samson Chemical Co. 
c~· !Tom Litigation 
Due !Tom Other 
Employee Advances 
DefeiTed Charps • Schedule 2 

TOTAL CUIUI.Ii:NI ASSETS 

omBA$SEU 
Deposits 
Investment in Samson Chemical Co. 

TOTAL lUBER ASSETS 
TOTAL ASSETS 

Angeles Chemical Co .. Inc. 

BALANCE SHEETS 

Aprll30.1996 and Aprii30,199S 

A$ SEt§ 
~ 

214,1i81.6S 

1,060,201.72 
1,228,538.89 

30,228.28 
173,799.8! 
640,000.00 

450.00 
21,958.36 
21.222.~~ 

l .~.lii.I~MQ 

648,000.00 
99,568.00 

211632.14 
830,643.27 
241,765.55 
3~M22,QQ 

2,398,207.96 
I.~ZllJ/:CIZ,QQ 

827,240.2§ 

6,080.00 
~.za~.!i! 
1*,866.~1 

~.~gl.~3187 

!JABILITIES AND SHAREHOLDERS' EOUlTV 

l:;l:!l!.lm!!t LIABIYTIES 
Accounts Payable 
At:tmed Liabilities • Schedule 2 
Jnrome Taxeai'BYablc 
Note Payable. Bank ofWblttlcr 
Note PBYabla • Other 
Drum Deposits 
Torrn Debt • Current • Schedule 2 

TOTAL CURRENT LIAB!LITl!IS 

TERM DEBT ·StbeaU!o l 

SHA.RfjHOLDERS' !tO!JITy 
Cammon SIO<k. SO.IO Pu 

I,$H,368.!9 
49,S92.99 
13,48S,OO 

203,260.26 
6l,U3.41 
7,000.00 

34.242 S6 

' 204 IQ2.Ql 

579,888.70 

.1.22.1 

78,714.32 . 

180,060.21 
1,012,310.16 

49,841.28 
2$9,~10.16 

16,970.96 
· u~.UQ.~2 

l,33l.627,6! 

648,000.00 
99,$68.00 

189,801.00 
822,673.00 
237,148.00 
~~!!.~2!1,00 

2.362, 789.00 
1,~40,099,go 

S22.69Q.OO 

2,$SO.o0 
~2.m,sz 
31,~~3.17 

~.m,gu.~~ 

997,SS8.73 
44,049.42 

61,647.92 
6,90$.00 

27,105.66 
l.J37 2§§ 71 

583,74!.56 

5,406.50 
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. ,. 
Angeles Cbemlct! Co .• Inc. 

STATEMENTS OF INCOME AND RETAINED EARNINGS 

Fgrtbe Years Ended AQ[il 30, 1996 aod April 36.1995 

~ 
LESS: CQSI Of SALES 

GROSS PROFIT 

OPERAIJNG EXPENSES 
Salarios & Wages 
Compensation In5urance 
Ouuide Lobor 
!nsunmce 
Truck Expen .. s 
Freight 

ommis;sions 
ont 

Repairs &: Maintenll\oc 
Pl1111t Expense 
Pt!ntinll Expcn•e 
Tank TeSIIUII & Lab Expense 
Auto & Travel 
Bad Debts 
Bonk Charge 
Telephone & Utilities 
Depreelatlon 
Payroll Taxes 
Profes•ionol Services 
Iues & Liccn•<> 
Busines• Promotion 
Office Supplies 
Computer Expense 
Advert! sin& 
Profit Shoring Expense 
empl<>yee Welfart 
Dues & Sub•criptions 
Equipment Rental 
Penal!!"' 
Semln.,. & Meetings 
Donations 

TOTAL OPERATING EXPENSE 
OPERATING (LOSS! 

OTHER INCOME <EXPENSES\· Schedule 1 

INCOME <LOSSI8EFOB£ INCOME TAXES 

Provision for Income Taxes 

NET INCOME ILOSSl TO REIA!N£D EARNINGS 
RETAINED EARNINGS • BEGINNING 

6,877.227.82 100.00 
4.9~7.$09.14 ll&2 
J,919,7U.68 ll.21 

., ., 

rs;;:~~~:;:\ 8.19 
' \ 

\ 26,330.66 • OJ8 
\ : \ 205,889.96 / 2.99 

124;oH:96'" uo 
Hl,380.19 2.20 
16U06.0X 2.3~ 

143,884.57 2.09 
77,279.73 1.12 

ll7,843.68 I. 71 
111,689,25 1.62 

9,198.59 0.13 
o.oo 

20,!1A6.J6 ' 0.30 
(~_1.429.a2)' O.JI 

-(Iso:OoJ (o.oo) 
41,398.01 0.60 
40,868.00 0.59 
55,188.7_0 0.80 
s9~Bi- _ o.79 
49,302,20 0,72 
31,:113.26 0.46 
29,9~6. 77 0.44 
38,099.80 0.55 
5,249,71 0,08 
6,500.00 0.09 
9,876.70 0,14 
9,685.08 0.14 

32,379.86 0.47 
SS,OO 0.00 

7,056.06 0.10 
------'4"'-So,.,.o,_o w 

2.14§.289 56 lUl 
(226,570.88) (3.29) 

36~,479.17 5.31 

14.230,00 lW 

6,61.1,466.19 100.0( 
4,648,!93,08 70.21 
I 06727l.Jl ~ 

493,900-62 
32,071.93 

266,079.93 
122,209.27 
208,772.39 
B4,774.21 
165.681.53 
75,380.30 

!!M4U6 
108,464.48 
~t;m.zt_\ 
, zs,419.n 
---34,46"4:69 

3,451.39 
106.81 

4S,269.SO 
49,833.00 
49,060.38 
54,714.20 
43,606.43 
29,703.27 
25,724.52 
40,530.05 
11,752.55 

(467.00) 
13,585.62 
9.480.56 

%1,450.68 

4,982.00 
?JS.QQ. 

2,222,162 45 
(254,889.34) 

7.47 
0.48 
4,02 
1.85 
3,!6 
2.34 
2.50 
Ll• 
1.81 
1.64 
O.l8 
0.39 
O.S2 
o.os 
0.00 
0.68 
O.?S 
0.?4 
0.83 
0.66 
0.45 
0.39 
0.61 
0.18 

(0.01) 
0.21 
0.14 
OJ2 

o.oo 
0.08 
0.01 

33,59 
(3.85) 

(33,314.16) ~ 

(288,203.50) (4.36) 

__ _.s,oo..,o .. o w 
- 351.249.17 m (2s9,oo3.5oJ ~ 

1 .,1/!JI a,. .. n,.. • ~·- -~· 
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SENT ay:xerox Telecopior 7U20 :12-66-66 

Angtlet Chemical Co .. Inc. 

STATEMENTS OF CASH FLOW 

For tbe yean Ended Aoril30. 1996 and April30.1995 

OPERATING ACTI)'IIIES 
Net Income (LQ41) 
Adjusl!notll$ to Reconcile Not (Loss) to Not Cash 
Provldtd by Operating Aetivlties: 
Equity in lnoome of Affiliate 
Depreciation 

(;A5H PROVIDED (I)SEDl BY OPERATIONS 

CASH PRQVJDED BY OI'ERATlNG ASSETS AND LIABIUTIES: 
(Increase) Deortase in Accounu Receivable 
(lnc.....,e) in Inventories 
Dooreaso in Deferred Charscs 
(Increase) Deer=• in Other Current Assets 
(lncreese) in Other Assets 
lncr ... o In Accounts Poyahlo 
In= .. • (Decn:ase) In Accrued Liabilities 
ln«<•n (~reasc) In Customer Deposits 
lu=as• (Deere .. e) in Income Tax Payable 

lNyEST!NG ACII\'lT!ES 
Distributions from Affiliate 
l'ureh .. e ofPropony, l'lant & 

FINANCING ACTMJWS 
Increase (Deere .. e) in Notts Payable 

CASH AND CASH EOUIV ALF.NTS- BEGINNING OF YEAR 

CASH AND CASH EOUJ\IALENTS- END OF YEAR 

SQPPLEMENTAL DISCLOSURE OF CA,SH FLOW !Nm!MAT!ON 
C .. h Paid During tho Yem Ended Apti!JO, 1996 and AptilJO, 1995 for:· 

lnllOm• Toxes 

3$1,249.17 

(90,370.64) 
40,868,00 

301.746.53 

(250,14l.Sl) 
{ZJ6,228.73) 

43,.142.37 
(540,414.09) 

(3,500.00) 
537,809.86 

5,543.51 
95.00 

IMS5.0Q 
(139,808.03\ 
(138.06UO\ 

112.698.00 
(45.418.96) 
6727904 

206,749 79 

13.1,967.33 

78 714 3.~ 

214.681.6_5 

800.00 

4MS6.71 

(289,003.50) 

(119,965.13) 
42.m.oo 

IB9.13S.63) 

46,542.97 
(126,29.1.71) 

27,414.89 
6$,909.61 

133,139.87 
(433 . .14) 

(60,651.53) 
2,~§2.00 

IZ.22M§ 
(l7J.l40.07) 

115,078.33 
!61,44.1.QQ) 
.13.633 33 

!48 51 HID 

(266,022.43) 

344.736 u 

Z§,714.3~ 

8QOOQ 

5L52S.OO 
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otNI ur:xsrox lclccopicr ~020 :12-68-66 7=03PM 

' . 

pEFERREp CHARGES 
Property Taxes 
Insurance 
Leas• 
EKcise Tax • Fuel 
Taxc• & LicenseJ 
l!mployee Benefits 
Other 
Comp~nsatioo lnsuram:e 

TQTAL 

b!:CRUEl! J.IAIIIIolll£~ 
Commissions 
Sal .. Taxes 
Payroll 
OOor 

TOTAL 

JIRMDEBT 
J. Locke 
A. Roscnmal 
N. Spieler, Trustee ·- /:., ... ,.;:. 

1"8lltlr 
TOTAL 

IEkMDEBT 
J. Locke 
A. Rosenthal 
N. Spieler, Trustee 

TOUJ. 

Auaeles Qemirs! Co .. Inc. 

BALANCE SHEETS SCHEDULES 

!J!rll 30, 1996 and April30,199~ 

J'a aN~ .. , ,!~ • 

91~. ~ /fk cff.f!:··.,/.7 A 
7t"M. -~,, .... '/'.,~ '&,;< .. ·/ ' 

~( 9,736,63 . Off< 9, 736.63 
h,136. 

~urrf:iit 

9,035.22 
9,035.22 
2.Q~S.22 

~7,lOH~ 

Schedulel 

1995 

1,974.34 1,922.22 
72,40l.ao 95,511.00 

518.00 518.00 
1M43.39 

1,042.56 622.00 
172.78 

10,121.62 14,933~7 
5.14$.55 S,!7Q.64 

91.9??.65 ~~~ i'g ~2 

16,849.31 5,801.90 
3,474.42 9,590.10 

12,624.38 7,011.25 
_16,644,88 _21.64;.47 
_49.592.29 - 44.049 42 

~ 
:rum Total 

184,843.89 194,580.52 
184,843.89 194,580.52 
184,843.89 194,580.52 
25.351.03 _31 QK9.7R 

_579.81170 _614.831.26 

.lW. 
!!rm Total 

194,580.52 203,615.74 
194,580.52 203,615.74 
124.580.52 aQMl~.ll 

-583,741.56 - §12·1~Z~~~ 
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• Angeles Cbtmlcal Co .. Inc . 

OTHER INCOME (EXPENSES) 

( 
For !he Yms Ended Aprll30, 1996 and Aprli30.1!!9J 

&~bodllle 1 

.!.22.(i !!;! .Lm. ~ 

Income Split· Samson Chcmiool Co. 90,370.64 L31 ll9,96S.l3 l.B I 
Tcnnlnatlng Charges 22,645.90 0.33 32,143.29 0.49 
lntllt"O!I Incomt 3,260-93 o.os 6,630.57 0.10 
Claims Expmsc (5,063.62) (0.07) (8.~76.10) (0.13 
Compensation Insurance Dividend 36,322.81 o.ss 
Contamination Proctods (Expense) 542,195.68 1.88 (168,443.00) (2.5$, 
Ca.aualry Loss (7,133.44) (0.10) 0.00 
Factoring Discount (8,595.58) (0.12) 0.00 
Mi!qollauto~ Income 4,526.31 om 168.14 0,00 

Miscellaneous E~pense (700,06) (0.01) 0.00 
lntarost ExpcM• (42,156.71) !.Q..ill (S 1 ,525.00) (!ill 

NET OTHEB ll'!!;;QME !El'PE!:i~El S92.9S0.05 w !3313J~·l§) ~ 

-
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ANCHEM SANTA FE SPGS 310 638 7571 P.Ol 
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ANGELES CHEMICAL CO., INC. 

APRIL 30, 1995 AND APRIL 30, 1994 

StnaE". TRATNDR & Co. 
CI!:RTIPIED PUZIUC ACCDUNTANfiD 

SIJC I:ITADEL LIIU'Y'E. 5tfri'E 300 
J..og .AN~m.J,i;, CAuPDRNIA. 90040 

TELEI"HnNN,: (213) 72.6-2411 

1442S VDmiRA. .BLv.D., smn 101 
SnU.MAN 0~. Clr.UJruRNIA 91423·21$134 

'l'~PrmNE CBlB) sOa-Oi;!5C 
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ANGELES CHEMICAL CO .. INC. 
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s. Other Income (Expenses) ·Schedule I 
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Angeles Chemical Co.~ Inc. 
8915 Sorensen Ave. 
Santa Fe Sprin,s, CA 90670 

SINGER, TRAYNOR & COMPANY 
CERTIFIED PUBLIC A.CCOUNI'ANTS 

5()() Citadel Drive, Suite J()() 
Los Angeles. C1 9()()40 

November 21, 1995 

The accomfW1ylng balance sheets of Angeles Chemical Co .. Inc. as of April 30, 1995 and April 30, 
1994 and the related statemlll!ts of income and retained earnings and cash How for the years thon ended, 
have been compiled by till in accordance with Statements on Standards for Accounting and Review Services 
issued by the Allierican Institute of Conified Public Accountants. 

A compilation is limited to prosentiny in the form of tinanoiol statements infunnation that is the 
representation of manaeeme.nl. We have not audited or reviewed the accompat1ying financial statements 
and, accordingly, do not oxp,.,ss an opinion or any other form of assurance on them. 

Management has elected to omit substantially all of tho disclosur.. required by gen.,.ally aecepted 
accountinll principles. If the omitted disclosu,... were included in the financial statements, they might 
influence tho user's conclusions about the Company's financial position and results of opemtioos. 
Accordingly, these financial statements are not designed for those who are not informed about such 
matters. 

'5~~:3~te..c-
Singer. Traynor & Co. 
Certified Public Accountants 
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CURRENT ASSETS 
Cash 

Angele~ Chemical Co. Inc. 

BALANCE SHEETS 

April 30. !995 and April 30. 1994 

ASSETS 

Accounts Receivable (Not of Bad Debts Allowances of 
$5,000,00 and $5 ,000.00, Respectively) 

Inventories 
Due from Stallion Tank Lines, Inc. 
Due from Samson 
Due from Other 
E111ployee Advllllces 
Deferred Cbarge• - Schedule 2 
Franchise Ta:.; Prepayment 

TOTAL CURRENT ASSETS 

FIXED ASSETS (at Cost) 
Land 
Office Trailers 
Trucks & Autos 
Tanks & Plant Equipment 
Furniture & Fixtures 
Plant 

IQTA!. 
Leu: Accumulated Depreciation 

BOOK VALUE 

OTHER ASSETS 
Deposits 
Investment in Samson 

TOTAL OTHER ASSETS 
TOTAL ASSETS 

)995 

78,714.32 

780,060.21 
1,012,310.16 

49,841.28 
259,210.16 

16,970.96 
135,520.52 

2.33:1,621.61 

648,000.00 
99,568.00 

189,801.00 
822,673,00 
237,148.00 
365,599.00 

2,362,789.00 
1.540,099.00 

822,690.00 

2,580.00 
29.113.87 
31,693.87 

3. I 87 ,QIIl4§ 

LIABILITIES AND SHAREHOLDERS' EOlJITY 

CURRENT LIABILITIES 
Accounts Payable 
Accrued Liabilities - Schedule 2 
Not~ Payable 
Drum Deposits 
Tefll1 Debt -Current -Schedule 2 

TOTAL CURRENT LIABILITIES 

TERM DEBT - Schedule 2 

SHAREHOLDERS' EQUITY 
Common Stock, $0.i0 Par Value; 1,000,000 Shares Authorized; 
54,065 Sharos Issued & Outstanding 

Paid-In Capital 
Retained Earnings 

TOTAL SHAREHO! DERS' ElQUITY 
TOTAL LIABILITIES & SHAREHOLDERS' EOVITY 

SEE ACCOUNTANT'S COMPILATION REPORT 

997,558.73 
44,049.42 
61,641.92 

6,905.00 
27,105.66 

1.137,266.73 

S83.74U6 

5,406.50 
105,723.80 

1.354,872.89 
1,466,003,19 
3.187,011.48 

1994 

,344, 736.75 

826,603.18 
886,014.45 
62,015.5! 

313,390.80 
4,897.14 

11,628.56 
162,93$.4! 

2,369.00 
2,614.590.80 

648,000.00 
99,$68.00 

161,272.00 
801,992.00 
230,556.00 
359,956.00 

2,301,344.00 
1.490.266.00 

811,078.00 

2,580.00 
24.227.07 
26,807.07 

3.452.475.87 

864,418.86 
44,482.96 
85,010.68 
61,556.53 
25,152.93 

I 086,62!.96 

610,847.22 

5,406.50 
105,723.80 

I ,643,876.39 
1.755,006.69 
3.452.475.87 
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Angeles Chemjcal Cg .. Inc. 

STATEMENTS OF INCOME AND RETAINED EARNINGS 

For the VMr< Ended April 30, I 995 and April 30, 1994 

1995 ._2!_ 1994 _i_ 

SALES 6,615,466.19 100.00 6,975,932.38 !00.00 
LES~: I:QSI QF SALES ~.1248, 193.08 70.26 4, 764,547 .J.2 68.30 

GROSS PROFIT 1,967.273.11 29.74 2,21 L384. 99 ..llJ.Q 

OPERATING EXl'ENSES 
Salaries & Wages 493,900.62 7.47 416,243.63 5.96 
Compensation Insurance 32,071.93 0.48 
Outside Labor 266,079.93 4.02 309,052.73 4.4, 
lru."Urance 122,209.27 1.85 166,414.61 2.39 
Truck El!pense 208,772.39 3.16 170,364.87 2.44 
Freight 154,774.21 2.34 125,771.21 1.80 
Commissions 16S,68l.S3 z.so 175,677,76 2.52 
Rent 75,380.30 1.14 186,443.16 2.67 
Repairs & Maintenance 119,641.56 1.81 123.282.30 1.77 
Plant E•pe""" 108,464.48 1.64 97,508.46 1.40 
Printing Expense II, 723.21 0.18 21,153.02 0.30 
Tank Testine & ub Expense 25,479.97 0.39 30,27I.U 0.43 
Auto & Travel 34,464.09 0.52 44,657.76 0.64 
Bad Debts 3,451.39 0.05 4,750.57 0.07 
Bank Charge !06.81 1,207.54 0,02 
Telephone & Utilitle$ 45,269.50 0.68 44,352.$8 0.64 
Depreciation 49,833.00 0.75 49,233.65 0.71 
Payroll Taxes 49,060.38 0.74 38,452.60 0.55 
Professional Services 54,714.20 0.83 223,056.99 3.20 
THes & Licenses 43,606.43 0.66 32,961.37 0.47 
Business Promotion 29,703.27 0.45 21,458.91 0.31 
Office Supplies 25,724.52 0.39 20,978.45 0.30 
Computer Expense 40,530,05 0.61 53,961.01 0.77 
Advertising 11,752.55 0.18 17,175.56 0.25 
Profit Sharing Expense (467.00) (0.01) 8,000.00 0.11 
Employee Welfare 13.585.62 0.21 9,415.53 0.13 
Duos & Subscriptions 9,480.56 0.14 9,006.75 0.13 
Equipment Renral 21,450.68 0.32 15,223.10 0.22 
Seminars & Meetings 4,982.00 0.08 5,385.50 0.08 
Donations 7J~,Ql1 0.01 775.00 ...Q,Ql 

IOTa!. OPERATING EXEE~S!ls 2,222, 16~,4~ ~ 2,422 235.77 34.72 
QPERATlNG CtoSSl (254,889.34) (3.85) (210,850.78) (3.02) 

QIHER CEXPENSESl INCOME - Schedule rnJH.I6J !!llQ) 157,207.83 2.25 

(LOSS) BEFORE INCOME TAXES (288,203.50) (4.35) (53,642.95) (0. 77) 

Provision for lncome Ta:x:es 800 QQ 0.01 800.00 _Q,Q,L 

NET {LOS~} IQ !i\ETAINE[! l.ii!!I:S!:lll:!!GS (289,003.50) (4.36) (54.442.95) .!!LW RET AI)':lE];! );lAR!:!]J!!QS ·ll!iGINNING 1,643,~76. 39 1,698,3J9,H 
REIAINED !;lARNINGS - ENDING 1.354,872.89 I 0643,876.39 

SEE ACCOUNTANT'S COMPILATION REPORT 
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Angcl~s Chemical Co .. Inc. 

STATEMENTS OF CASH FLOW 

OPERA TJI!:IG ACTIVITIES 
Net (lMs) 

For the V""N Ended April 30. 199$ and Avril 30. 1994 

Adjustments to Reconcile Net (Loss) to Net Cash 
Provided by Operating Activities: 

Equity in Income of Affiliate 
(Gain) on Sale of Pepteeiable Assets 
Depreciation 

CASH /USED\ BY OPERATIONS 

CASH PROVIDED (USED\ BY OPERATING ASSETS AND IJAlliLITIES: 
Decrease in Accounts Receivable 
(Increase) Dec111aso in lnv1011torios 
Decrease in Deferred Cbllrgos 
Dectl\l!se in Other Current Assets 
(lncteJ!!!O) in Other Assets 
Decrease in Drum Inventory 
(Decrease) in Accounts Payable 
(Decrease) lncresso in Accrued Liabilities 
lncteJ!se (Decrease) in Customer Deposits 
(Dectl\l!se) IncteaSe in .l'mnehise Tax Payable 

NEJ CASH PROVIDER BY OPERATING ASSETS AND LIABIL!IIES 
NET CASH !USED\ BY OJ>ERATINO ACTIVITIES 

INVESTING ACIIVITIES 
Distributions from Affiliate 
Proceeds from Disposal of Property, Plant & Equipment 
Purchase of Property, Plant & Equipment 

NET CASH PROVIDED !USED\ J,lY INVESTit'G Ac;:TIV!IIES 

FINANCING ACTIVITIES 
Increase in Notes Payable 

lDECREASEl INCREASE IN CASH ANP CASH EOQIV ALEI)!TS 

CASH AND CASH EQUIVALENTS • BEG!NNINQ OF YEAR 

CASH ANP CASH EOU!V A LENIS • END OF YEAR 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 
Cash Pai<l During the Ye•rs Encled April 30, 1995 and April 30, 1994 for: 

Income Taxes 

Interest 

SEE ACCOUNTANT'S COMPILATION REPORT 

1995 1994 

(289,003.50) . '(54,442.95) 

(119,965.13) (127 ,100.98) 
(1,927.00) 

~2.m.11.2 49,m,§~ 
(359, 135.63) 03~,237.28) 

46,542.97 152,185.80 
(126,295.71) 118,831.62 

27,414.89 28,575.04 
65,909.61 128,853.43 

(2,580.00) 
5,680.88 

133,139.87 (247 ,856.98) 
(433.$4) (62,503.90) 

(60,651.53) 7,87i.S3 
2,369.00 !:!, IQQ,Qll) 

87,995.56 124,2~2.~~ 
(271,140.07) (9,279.86) 

115,078.33 126,560.19 
2,718.14 

(61,44~.00) (728, 193.00) 
53.633.33 (598,9!4.67) 

(48,$1S.69) 635,964.72 

(266,022.43) Z7,770.19 

344.736 7S 316.966.56 

7§,714·~· 344,736.75 

809.90 4,900.00 

5L525.00 16.035.7! 
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Aot,e!es Chemical Co .. Inc. 

OTHER ll:ICOME rEXPENSESl Schedule 1 

For tho Years Epded Avril )0, 199S and April 30, 1994 

1995 ..L 1994 ..L 

Income Split • Samson 119,965.13 1.81 127,100.98 1.82 
Tenninating Charges 32,143.29 0.49 37,567.90 0.54 
Interest Income 6,630.57 0.]0 6,932.98 0.10 
Claim& Expense (8,576.10) (0.13) 
Compensation lnsuraneo Dividend 36,322.81 0.55 
Cootan:lioation Expense . (168,443.00) (2.54) 
Oain on Sale of Fixed Assets 1,927.00 0.03 
Miscellaneous lncomo 168.14 389.60 0.01 
Miscellaneous Exp..,so (674.92) (0.01) 
Interest Expense (51.S2S.OO) (Jl.18) !16,Q35.11) (Q.1:!) 

N!li OTHJ:lB (ilXJ!Eiil!ESl INCOMJl (33.314.16) <W 1S71207.83 2.25 

SEE ACCOUNTANT'S COMPILATION REPORT 
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DEFERRED CHARGES 
Property Tues 
In:nnance 
Lease 
Excise Tax - Fuel 
Taxes & Licenses 
Cornpensat1on Insurance 
Other 

TOTAL 

t.!:!:Bl.!ED L!ABIUTI(;S 
Commissions 
Payroll Tues 
Sales Taxes 
Payroll 
ESOP Expense 
Other 

TOit.L 

TERM DEBT 
J. Locke 
A. Rosenthal 
N, Spieler, Trustee 

TOIAL 

TERM QEBT 
I. Locke 
A. Rosontha1 
N. Spieler, Trustee 

TOTAL 

Angeles Ch~mical Co .. Inc. 

BALANCE SHEET SCHEDULES 

April 30, 1995 and April 30. 1994 

Current 

9,035.22 
9,035.22 
9,035.22 

27.105.66 

Current 

8,384.31 
8,384.31 
8.384.31 

25.152.93 

SEE ACCOUNTANT'S COMPILATION REPORT 

1995 

1,922.22 
95,511.00 

518.00 
16,843.39 

622.00 
5,170.64 

14.933.27 
J35.520.52 

5,801.90 

9,590.80 
7,011.25 

21.645,47 
44.049.42 

rm 
Tertn 

194,580.52 
194,580.52 
194,580.52 
583.741.56 

1994 
Tertn 

203,615.74 
203,615.74 
203 615.74 
612,U7.22 

Schedule 2 

1994 

1,472.26 
113,974.00 

2,798.13 
4,154.45 

5,667.13 
34.869 44 

162.935.41 

10,245.94 
868.36 

2,548.82 
5,345.51 
6,850.00 
IH~~.J~ 
44.482.96 

Iota! 

203,615.74 
203,615.74 
ZQ~ ~!5.74 
§!0,847.22 

....Th!&_ 

212,000.05 
212,000.05 
212,000.05 
636 !l2Q-15 
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'-1,2 7'1 . I. f- ;;.g.-

. 11tor of liquid indu:rtrial aad 0011sumer p ~emicals 11sed 

fiscal 1994, llale5 of tolveots were =~ pac:kqing­

- .9 million. 

""sO 

As illustrated in the above graph~ere continues to be a relative lllld absolute decline in lowet 

gross uwpn (lOITI • solvent es since fiscal 1990, which Sllles mix change contributed to 

a Company gross gin gain 10 % in fiscal 199~ from 23·25% for :;everal prior years. 

Specifu:ally, sinoe sc:ai 1991 solvent iiales have fallen from $3.9 million to $2 million while 

packa&ing and Bo sales gained $1.0 million to nearly $5 million. In fiscal 1994 solvent sales 

fell $800,000 year year, while Bortz and packaging were off about $200,000, the first annual 

drop in the seeton Bom is a pac~ of paint thinner and finishes for the consumer/retail 

roarlcet and its gro margins are over fifty percent better than those for $0lvents. Anthem's 

WIISIIJIISiindu · sales mix is now 70/30, up from S0/50 in earlier periods. 

Sioo:. t1w peak in 82 at $16.8 million, Company dollar sales have fallen 60% to $7 million 

in fiscal 1994. sical vol11me has declined even IIIOI'C b«ause of periodic price increases. 

The 14-year sales reflects the loss of ~or~ as many commereiill customers moved 

out of Soutbenl tnia or changed their supplier IIOUfQeaway from Soulhem California. The 

~iroll1mental regulations in Greater Los Allgeles have created an expensive and 

iroumstlUlce for chemical processors and distributors and their customers. 

recc~m in the region was also a factor. Management c»~~linues to emphasize le$$ 

sitive consumer products. 

q1 ~'~ 
about.l,26-active industrial customers and~ the packaging division, 

t years and reflecting the continuation uf a long-term trend. Most are 
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located in SOuthern · omia. Ellis Paint Company, owned by Robert Berg, an Allchem founder 

and shareholder, is important customer, 

Anchem 's basic taw are the5e otganic chemical- propylene, glycol, tolueue, etbykne 

glycol, IICI!Ume, spirits, 1-1-1 trichloroethane, and alcohols. Thesearefonnsofpelroleum 

distillatawbichare ftou1Shel1, Va.iollCaibide, Buon, Ce!a'Ntaad VulllanMaterials. 

'11le Company bas o -site 32 underground slotage tanks of S,OOO 10 20,000 gallons capacity each 

and four lbovtl-g tanks (old rail:road tank CJIIS): one of 10,000 gallons capacity and thtec 

of 6,000 gallons • Some of the storage tanks are not now used given the dediru: in sales 

and volume since 1980s. 

Anchcm operates o of administrative offices and packaging and stmqe facilities on a 1.8 ~ 

site in Santa PeS • s, Call~ia. The structllres and improvements are Company-owned, while 

the underlying real estate c:en owned by a patttterstlip..compristld .of the-d:trot·fotiDding .: ' .• 

st6Ckholders-Jotnt ke~ bert Berg and Arnold Rosentha:t.-(ll'.!r. Rosenthal is no longer active , , • 

in the Company.) n January l, 1994, title for the 1.8 <ICI:t land pu:cel was t.J:ansfemd by the 

partnership to the mpany in consideration of three equall4·year $216,000 notes (agg-regating 

$648,000) paying .SWi annual interest. The total yea:rly principal and interest payments of 

$72,000 equal the t paid to the partnership and the t.rarut.action is therefote cash flow neutral 

to Anchcm (on a p tax basis). 

The land t.J:ansfer p · ce was determined by the t.lirte parties on other than an arm' s-lengtb "third 

party• negotiat«< is and which basis was not specifically disclosed to the appraiser. Given 

the property envu nrnc:ntal clean-up yet to be completed and the land's location next 10 .a 

Superfund site, the ppraiser believes the independently delerlllined faJ.r: market value (FMV) of 

the teal property y be below the $648,000 capitali:ad on Am::bem's fi:rumcia1 stalements u 

of April 30, 1994. Therefore, the appraiser rr::commends that the ESOP ll'ustee obtain a real 

property FMV fro a qualific4 indept'lldent c:ommc:rcial real estate appraiser for reference in 

future ESOP val ' s. 

In addition to its ta Fe Springs facility, Anchem rents a warehouse in Santa Fe Springs for 

de-ttating, and u a Los Angeles public watehouse for distribution-replacing a terminated 

warehouse lease th Robert Berg. _ {'\. ( fi ,"0 o/ i,..,. JP I q ~¥,..) . 
,f-,r, tf .S ~ . 

As of the ~mer of 1994, Anchem had,.2'1: full-time employees versus 22 a year earlier. 

~~~~~~~v~~ 

On Mal:ch 31, 1 1, Ancbem ealCted into a five and a half year agreement with Sa.ramco, Inc., 

dba Sa.m$:m . cal eo., to opemtc on a joint venture basis for five years beginnlllg Oc:lober 1, 

. 1991. If the joint 1:Ul:e is still cffedive on Septembc:.r 30, 1996, Sam!iOII willceuoopations 

· and transf!llf to · its distributor relationships and its businesa and cu1110mer llllQO\IIltl •. In 

the interim, both mpanies maintain separate operalions (at Santa Fe Springs) and wstomers. 

Through this · n, Ancbem was able to broaden its product line to inc:lud~ epoxy products. 
/Q.( 

asis, Anchem!Samson sales in fuca! 1994 were~ million, indicating 

running "t ~milliolt annually. Samson's income (as defined by the 

}.y 
-7-
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Fot fw1hcl: details on this joint venture, lie(: the November 1991 valuation report. 

Aachem abo Ill$ a ution agtcclllellt with East Bay Oil, a Northcnl Califomla dlewka1 

disuibutof, and a Phcpix warehouse to further broaden its customer, business and geogtaphic 

base and replace lost in the Los Angeles Basin. 

Tbe Company senior management as of Apiill~wnsisted of: 

Robert Custe.r is a ch 
important manag 
indll$(rial I2Wket an 

President, CEO 
Secret.oryfT n:asurcr 
p,...idont • SIIIIISOJI c.e.cical 
Open~liOD$ M..,_.,.... 
Controll.,. 

loj!!!!d Co. bJ1J!. 

1971 ,..-1Vf' c: 2 
19"11 ,6:! ;"· 
1990 6f ' .... 
1985 30" ., .. 

19\lO )7 ·.- .. :· 

ical engineer with c:;r,:perience in chemical distribution and as such provides 

t and sales support fur John Locke. Mr. Custe.r is concentrating on the 

Mr. Locke on retail and proprietary product5. /_ 

/" .. :. rJ .... ' 

The Board of · oonsists of John Locke, Robert seq, and Amold Rosenthal, Ill founclen. 

AI of late 1994, Mr. g,ia taking a more active management role at Anchem, partit111ady with 

the January 1, 1995 '!.IP!ementation of the ResponSible Distribution Process (see below). 

AI of April30, l 
(e;r,:cluding treasury 

l 
' 

there were, 40,000 Class A and 14,065 Class B common shares outstanding 

) as follows: 

Holder Number of ~bares 

JobD Look• lO,OOOAIIw-co 37!' 

Robert Berg 20,000Am- 37 

ESOP l!.2§1 B llw-co ...1§ 

Total ~A&BIIIIRS .!!!!!" 

is voting and Clas$ B is nonvOfin&. Othetwise, the two daucs m: equal. 

A val~ · for t11e nonvoting Cl.1s$ B stock has oot been ~ by the prior appraisers 

or by ~ & ssociak:li since the stock is in an ESOP whefe voting rights arc not pused 

· llrrough in any e t e;r;cept for major corpow.te iasues. 
'· 

- ..... ·",. 
.-.···.· --' ....... •' 

-8-

TOTAL P.04 
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January 31, 1995 

IM .9'-~ .9'W48{)8 
.9'_, §~ '?!~.9-f'f{)/1·.1818 

(It!) .162-.9.9{){) 

§..., ('~!) .JG.t-G.t.9l' 

PERSONAL AND CONFIDENllAL 

Mr. John Locke 
Angeles Chemical Co. 
P.O. Box 2163 
Santa Fe Springs, California 90670 

Dear John: 

Enclosed are three copies of the Anchem PSOP valuation study for April 30, 1994 and out 
invoke for $3,600, which ineludes a $650 fee for my December 12th field visit and special 
due diligence work. The extra due diligence included seveml key issues: update on the 
ongoing SCS remedial and compliance work; the property t:tan.Uer; the. Spencer & Young 
case and jury award; and the amended fiscal 1994 financial statements. 

Sincerely youn, 

Eric M. Bramstedt 

EMB:ew 
enclosures 

_}. 
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January 31, 1995 

Employee S1Dck Ownership Plan 
Administrative Committee 

Angeles Chemical Co. 
P.O. llox 2163 
Santa Fe Springs, California 90670 

Attn: Mr. John Locke 

INVOICE 

Base fee due for the update valuation of Angeles Chemical Co. 
for Employee Stock Ownenbip Plan purposes as of April30, 1994 

Fee for field visit on December 12, 1994 and special due diligence 

Total due 

$2,950 

Note: Out.of-pocket cx:pcnses for the December 12, 1994 field visit previously invoiced on 
January 19, 1995. 

Thank you. 

EMB:ew 

N!! 10503 
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IT Is A FAX ! ! ! 

'(,If" -- ANGELES CHEMICAL co., IIIIC. 

8911 SORENSEN AVE. 

SANTA FE SPRINGS, CA 90670 

(310) 946-3911 FAX (310) 698·7671 

TO~ Eric Bramsfecf t 

FROM: f 

IIIWBD 01!' PA!iBI (l:Nct.llfJEI: COVBKI_7"-----

MESSAGE: ~~~-~~~~ 

~ -¥'tL-~ . ,::::& ~crt 

~~ ~ §:¥: de A':A:r--~~ 

- w ~ ~ ..4- n.__.;;.f ~-
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m. COMPANY -:J_, 0 

lOr of liquid indlllllrial and CIOIISU~Jler li_9Xiuct chemicals used 

~~ 1993, sales or solvenr, MR _.P:S mllllon, )JIICbging-

As illustraled in the above grn.ph, there has been a relative and absolute decline in lower gross 
margin commercial solvent sales since fiscal 1990-91, which contributed to a Company gross 

margin pin to 30% in ftscal1993 from 23-25% for- several prior years. Specifically, since fiscal 

1991 solvent sales have fallen from $3.9 million to $2.8 million while packaging and Bortz sales 

have gained $1.2 milli.on to nearly $5.3 million. Bortz is a packager of paint thinner and finishes 

for tbc consumer/tetai.l market and its gross mat~lns of 36% axe over fifty percent beau tlwt 

those for solvents: Anchem's consumer/industrial sales mix is now~, up from S0/50 in 

recent periods. · "?Ojy 

j , ~~ the peak in 1982 at $16.8 million, Company dollar sales have dropped over SO% to the 

7 _.)B8 million level for the past four fiscal yean. Physical volume has declined even more because 

of periodic price incleases. The decade-long sales drop reflects the loss of major accounts as 

sevaai commerci.t eustomers moved out of Southern callfonlia or changed their supplier source 

away from Southem California. The ever-increasing envirOnmental replatlons In Greater Los 

AJJae1es have created an expensive and difficult operUing circumstance for chemieal ptoeessors 

and disttibutora and their customers. The CU!Jtlllt tllCCSSion in the qion is also a racwr. 

Management continues to emphasle less environmentally sensitive consumer products. 
I l.O o :::. 

In 1993, Anchem bad about)B(f adive industrial customers~ ... ~ the packaging division, 

both doWn about 10% from a year earlier and n=f]ecting the ~don of a long·tenn trend. 

Most axe loea!ed in Southcm California. Ellill Paint Company, owned by Robert Berg, an 

Anebem founder and sbarcholdcc, ban important customer. 

-7-
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Altchem's basic mw materials 11te these organic dtcmi~lenc, glyt;O!, loluiiiiC, t:lhylene 
glycol.l~CC~l:Jne, miMnll spirits, 1·1·1 trichloroetbane and alcohols. These lite lom'lll of petroleum 
dlstillateswbichm~purchased fmmSIHtll, Union Carbide, &xon, CelanesoandVulbaMaterials. 
'l11c Company has on-sit& 32 undetground stotage tanks of S ,000 to 20,000 gancms capaci1y each 
and tout abOve-ground bmk:S (old railroad tank cars): one of 10,000 galloM capacity and three 
of 6,000 p1IOl1$ each. 

t)el 
.; Anchem opetates out of a.dminiattatlvo offic:es and pac!caging and stocaat facilities on a 1,8 <~~R 
\/ slteinSantaPeSprlnp, Califomia. Tht:structuresandlmprovementsamCompany-owned, while 
A the \lllded.yillg real estate is owned by a pa:t11ledhip comprised of the three foundiDg stockholdCD­

. John ~. Robert Bc:q: IIJ'Id Amold Rountbal. Mr. Rosenthal is no klapr active in· the 
Company. Tht: long-<:ant&mpllltod sale of the Wldedylng real estate to tbe Company by the 
psrtnership may occ:u.r during fiscal1994. Anchcm rents downwwn Los An&eles warehouse~ 

v· frolll JlObert Berg. This lease was terminated subsequent to April 30, 1993. ~ 1 ( ... · t. 
"'\ TV~>- IV ,,.,r.,-.,,. """'~""'" 4 ... $ ~ ,..., .SIZ> of.,,. .,f(>(' .... tlf~,. .. ., ., .. -r 11>~!1 '<" ,.....'!,. .. . uws 

As of the summer of 1993, Anchem had;.! fuU.time emplOyees versus 26 a year c:arlier. The {" ~ . .,._ . 
Company continues to i=rporarr or pan-time help, reflecting the higher pac;kiigins sales 'J · "" · 
and reduce fuU-time employees. I 

'1"1., u;..?­
Sl!nJmo Chemical Cg. klint Venture l'v 

On March :n, 1991, Aochem entered into a five and a half year agreement with Saramoo, Inc., 
dba Samson Chemical Co., to operate on a joint venture basis for five years begilmins October l, 
1991. If the joint venture is still effective on September 30, 1996, Samson will ccaae DpeQ.tions 
1111d transfer to Ancham its distributor relationships and its business 1111d customer accounts. In 
the interim, both companies tneintaln separate operations (a.r: Santa Fe SprlnJS) and customers. 

3,& 
Prior to the joint venture· armngement, Samson was a To.n:ance, California industrial 
chemical distributor operating unprofitably on llllnual sales of $3.5 million about 45 ~ of 
Anthem's size. 111Tough this affiliation, Ancl!em wau.ble to broaden its p ct line to include 
epoxy product'l. On a combined basis, Anehem/Samson sales in fiscal years 3 and 1992 were 
just over $Lr' mitlion, indicaling Samson's sales are now running about million annually. 

711'),~ 
Samm's income (aa defined by the aateement) is shared eq~y by the partnei'S. In fiscal 1993, 
Anehem's Income share was booked ;u ~.000 versus ~J.!!OO in f~l ?'1'3 

IJ.. "1 I "37 · 

For further details on this joint venture, Sl'll'l the November 1991 Valuation n:port. 

Samm was Aochem • s second busineSS combination in five yean. More recently, Anchem 
established a distribution agreement with East Bay Oil, a Northern California chemical distribUtor, 
and opened a Phoenix wiii"CbOUIC 1.0 furthet broaden its customer, business and geographic base 

an<! replace salea beinllost in the Los An&eles Basin. 

-8· 
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Tbe Company st.rd.or IJIIIIIIPil'IOit as of April 1993 consisted of: 

!!.t!i8t !!tit Jallllil tl. llllit 

.111M Loeb PrMidont, 1:10 1971 66 

i-1 ~ ..... ...... t...-v/T ............ 1971 61 
a-t-ter PrMidont • ~- Cll,..idl 19\10 60 
-UC!Ce··· llpeMIU-- 1911S 29 
Yl• 111111"""1' C...traller 19'10 16 

R.oben CUs1er is a t:hemiall 1111ginlllll" with eaqll!lillnc:e in dlcmical distributiol'l and as such providet 
imporiiUit manapme~~t and lllllea support for John Ltx:.ke. Mr. Custer Is concentm.ting on the 

industrlali!UIIket ~ Mr. J..ocb on retu1 and p.roprietMy products. 

The Bo.ud ofDin!ctors consists of 1o1m Loclce, Robert Berg, and Arnold Rosenthal, all founders. 
Mr. Be.tg's prlumy ezuploynteflfoia Pie&Weat of fiHs l'atht eo.• 

As of April 30, 1993 there were 40,000 Class A and 14,065 Class B common shares outstanding 
(excluding t.reallury stack) as follows: 

r I. <~·'1-~' llll.IJ!tJ: H.-r gf iibiCIIll 

~01111 LO\lleo iiQ,OIIO A •ho,..... 31'11 
R"""r~ P<lt'9 ~o.ooo A th•r" 17 

~- .1!..W D •h•re• ..!li 

Total 54,06$ ~- ...... II!Olt. 

ClasS A comDIOn stack Is votina and CIUs B is nonvoting. Otherwille, the two classes are equal. 
A valuation discount for the nonvoting Class B stock has not been taken by the prior appraisers 

or by Bramstedt & Associates since the stock is in an :ESOP where voting rights are not passed 

through in any l!lllant except for major corporate iiiSues. 

Enyiromnenw Il!gs TJ.pda!J 

S'" • The four pmious valuation stlldies for the fl.8ca1 years ended September 1989 through 1992 

5 (" .5 discuss in detail the qional. qencies which regvlate Anchem' s operaling and environmental 

~Qd.vitia. Accordln& to ~t and. SCS ~. iiS environmental c:onsultant, as of 
April 30, 1993 the Company had no environmental agency violations or eilations . 

.l),r.-'""" . 
1/1 rv However, during f1:aJ. 1993 and continuing into fiac:a11994, Anchem and SCS are working with 

the California BP A on its on·lite program to investiple for possible gRNndwatcr contamination 

f!J7 RlatiJI& to an adjacent California Super Fund lite (McKesson property). In dlis connection, 
Allchem incum:d state fees and incrementaliiCI'Vkcs from SCS. 

Tho prior reports also discuss testing and r:datcd work for soil and grol.lndwater contamination 

continually llllliertakl:d by tbe Company and SCS since 1989 which so far has not IJli.OOV«Cd any 
Jtllljorpmblems ormmc:dial work. Beginning in 1998, Anchcm may bemquin:d to 111art rcplaclng 

-9-
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ANGELES QHEMICAL CO .• INC. 

APRIL 30. 1994 AND APRJL ao. 1993 

•""l 
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ANQJlLES CH:El\4IlWI co .. INC. 

~ 

1. Accountant's Compilation Report 

2. Balance Sheets 

s. Statements or Income and Retained Eamingl! 

4. Statements or Cash Flow 

5. Other :t:n®me (Expenses) • Schedule 1 

6. ~ Sheet Schedules • Schedule 2 
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Angeles Chemical Co., loc. 
8915 Soren!leD. Ave. 
Santa Fe Springs, CA 90670 

SINGER, T.RAl'NOR & COMPANY 
CERTIFIED PUBLIC ACCOUNTANTS 

500 Citadel Driue, Suite 300 
Los Angeles, CA 90040 

January 17, 1995 

The ru>:ompenying corrected balance sheets of Angeles Chemical Co., loc. a.a of Aprl130, 1994 and 
April SO, 1993 and the corrected related statements of income and retalned earnings and ca.ah flow for the 
years then ended, hAve been compiled by us in accordance with Statements on Standarda for Aecounting 
and Review Service!! ill•ued by the American Institute of Certified Public Accountants. 

A compilation is limited to presenting in the form of fmancial otatements information that is the 
repreaentetion of management. We have not audited or reviewed the 8CCO!llpanyiJl2. corrected f!rumclaJ 
statements and, a=rdlngly, do not express an opinion or any other form of assuranc:e on them. 

Management has elected to omit subotantlally all of the discl01111res required by generally accepted 
IICCOunting principlt!S. If the omitted disclosures ....,.. included in the corrected financial statements, they 
might influence the user's conclusions about the Compaey's /lnanciW. poeition and resulte of operlltione. 
Aecordingl;y, these corrected financial trt.atemente are not designed for those who are not informed about 
IIUI:h matters. 

The IICCOmpanying fmancial statements have been reissued to correct an understetement of fixed 
aaBets in the amount of $648,000.00, an understatement of notes peyable in the amoUilt of $636,000.15, 
an understatement of interest expense in the amount of$12,000.15 and an overstatement of rent expense 
in the amount of $24,000.00. 

BR000111 



CURRENT ASSETS 
Cash 

Angeie• Chemical Co .. Inc. 
BALANCE SHEETS 

April 30. 1994 and Anril SO. 1993 
ASSETS 

Accounts Receivable (Net of Bad Debts AUowiUlCes of 
$5,000.00 and $11,000.00, Respectively) 

Inventories 
Due from Stallion Tank Lines, Inc. 
Due from Samson 
Due fioom Other 
Employee Advance• 
Deferred Charges • Schedule 2 
Francbioe Tax Pre~t 

TOTAL CURRENT ASSETS 

FlXEP ASSETS (et Coet) 
Land 
llrumll 
Ofllce TrBilers 
Trw:ks & Autos 
Tanks & Plant Equipment 
Furniture & Fixtures 
Plant 

TOTAl. 
Less: Aooumulated Depreciation 

BOOKYALUE 

OTHER ASSETS 
Deposits 
Invatment in Samson 

1994 

344,786.75 

826,608.18 
886,014.45 
62,015.51 

313,390.80 
4,897.14 

11,628.56 
162,935.41 

2.361!.00 
2.614.590.80 

646,000.00 

99,568.00 
161,272.00 
801,992.00 
230,556.00 
8®.958.00 

2,801,844.00 

2,580.00 

IJAliDi!TIF.§ AND 8HAREHOLDER8' EOUlTY 

CURRENT LlABILITIES 
Aa:ounts Payable 
A=ued Liabilitie• • Schedule 2 
Note Payable 
Drum Deposits 
P'l-ancblee Tu Payable 
Term Debt · Current 

TOTAL CURRENT UAB!LJTIES 

IERMDEB'I' 

SJI,AREHOLDER8' EQUITY 
Common Stock, $0.10 Par Value; 1,000,000 Shares Authorized; 
54,066 Shares lowed & Outstanding 

Paid-In Capital 
Retained Earnings 

TOTAL 8HAREHOLDERB' EQUITY 
TOTAL LIA!W.l'J'l'ER & SHAREHQLDERS' EQUITY 

SEE ACCOUNTANT'S COMPILATION REPORT 

COR.R.ECTED 

864,418.86 
44,482.96 
85,010.68 
67,556.53 

25.152.98 
1,086.621.96 

610,847.22 

5,406.50 
1015,723.80 

1998 

816,966.56 

978,788.98 
920,421.99 
1118,894.70 
869,129.15 

3,117.74 
4,643.85 

191,1110.411 

2,928.473.42 

127,752.96 
99,567.42 

204,966.38 
740,281.98 
216,785.20 
857,870.47 

1, 7411,674.41 
1.522,659.66 

223.014 76 

23.686.28 
23.686.28 

3.175.174.45 

1,112,275.84 
106,986.86 
85,046.11 
59,886.00 

1,781.00 

1,36:5.724.81 

5,406.50 
1015,723.80 

8.17§ 17f.45 
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Angeles Chemkol Co Inc. 

STATEMENTS OF INCOME AND RETAINED EN!NINGS 

For the Y eara Ended April SO. 1994 and April 30. 1993 

1994 ..:&._ 1993 ...1._ 

RATF$ 6,975,932.38 100.00 8.103,336.97 100.00 LESS; COST OF SALES 4,:Z!H.~ 7.39 ~ ll,§!!Q.Il!ia.2:Z ~ GROSS PRQFIT 2.211,384,99 ..llZ2 2,412.888. 7Q JIRJ1 
OfEMT!NG EXPENSES 
Sahuies & Wages 416,243.63 5.96 464,555.18 6.73 Out&lde Labor 809,052.73 4A3 362,179.87 4.47 Insurance 166,414.61 2.39 288,829.29 2.88 Truck ExpeMe 170,864.87 2.44 162,836.88 2.01 Freight 125,771.21 1.80 157,692.85 1.94 CnmmJssionB - Bortz 175,677.76 2.52 158,770.83 1.90 Rent 186,448.16 2.67 148,880,01 1.78 Repairs & Maintl!lllllll)e 123,282.30 1.77 128,960.66 1.59 Plant Expense 97,508.48 1.40 97,726.24 1.21 Printing Expeme 21,153.02 0.30 88,6611.63 1.03 TIWk Testing & Lab E:q>enSe 80,271.15 0.48 80,400.66 0.99 Auto & Travel 44,667.76 0.64 lili,845.54 0.68 BadDebte 4,750.57 O.o7 46,254.96 0.57 
Bank Charie 1,207.54 0.02 
Telephone & Utilities 44,352.58 0.64 45,912.25 0.57 
Depreciation 49,233.66 0.71 43,788.16 0.54 
Po.vroli Taxes 38,452.60 0.55 42,616.70 0.53 
Prof'euional Servioee 228,056.99 3.20 40,881.51 0.50 
TBXflS & Licenses 32,961.37 0.47 37,271.26 0.48 
Buaine<!ll Promotion 21.458.91 0.81 30,950.33 0.38 
Of&e Supplies 20,978.45 0.30 28,771.64 0.86 -computer Expense ~3,961.01 0.77 28,412.87 0.35 
AdvertiBing 17,175.56 0.25 16,420.09 0.20 
Profit Sharing Expense 8,000.00 0.11 16,200.00 0.20 
Employee WelfBJ"e 9,415.58 0.13 11,167.08 0.14 
Duee & Subscriptions 9,006.75 0.13 10,424.32 0.13 
Equipment Rental 15,228.10 0.22 7,791.67 0.10 
Seminano & Meetings 5,385.50 0.08 3,085.00 0.04 
Donatio!la ns.oo ....Q.Ql lli!!.!!!1 TOTAL QPEMTING EXPENSE§ 2,422,llllli-:Z:Z ..M,Zg Z.!il!4.!!2Q.88 ...aJ.2l! OPEMT1NG <LOSSl (210,850. 78) (8.02) (122,587.18) (1.51) 

Q'l'HER INCQME <EXPENSES> • Schedule l lli7,l!Q7.83 ~ 175,911.06 2.17 

CLQSSl INCOME BEFORE INCOME TAXES (53,642.95) (0.77) 53,373.88 0.66 

Provision for Income Taxes 800.00 ....Q.Ql 4.181.00 ....!!.!m 

(54,442.95) ...!l!.W 49,242.88 ..!!.!!1 1,69S.319.S4 
1.64§.876,89 

SEE ACCOUNTANT'S COMPILATION REPORT 

CORRECI'ED 
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Angeles Chemical Co_ Ine-

STATEMENTS OF CASH FLOW 

For the Years Ended April 80. 1994 and April 80, 1993 

OPERATING ACI'MTIES 
Net (Loss) Income 
AcljustmentB to Reconcile Net (LoBs) Income to Net Cash 
Provided by Operating Activities: 

Equity in Income of Afllliate 
(Gain) on Sa.le of Depreciable Assets 
Depreciation 

GASH !USED> BY OPERAT!ONS 

CASH PRQYIDED aJSEDl BY OPERAT,ING ASSETS AND LIABILITIES: 
Decrease in Account• Receivable 
Decrease (Iru:rease) in Inventories 
Decreru~e (Increase) in Deferred Cha:r-gefl 
Decrease in Due from Others 
(Increase) in Other ABeets 
Pecn!Ue in Drum Inventory 
(Decrease) in Accounts Payeble 
(Decrease) Increase in Accrued Liabilities 
Increaae (Decrease) in Customer Deposito 

- (Decrease) Increase in Frsnohise Tax Payable 
NET CASH PROVIDED \USED> BY OPERATING ASSETS AND WIDJ.!'ITBS 
NET CASH <USED> BY OPEMTING ACl'NITIES 

INYESTlNG ACTIVITIES 
Employee Advance• 
Colleetlono on Employee Advances 
! Diatributions from Afllliate 
Proceeds from Disposal of Property, Plant & Equipment 
l'un:hasa of Property, Plant & Equl.pmeot 

NET CASH <USEDl PROVIDED BY IN\TESTING ACTIVITIES 

FINAHCING ACTIYI'ITf/S 
Increase in Notes Payable 

INCJ!.EASE m CASH AND CASH EQUIVALENTS 

CASH AND CASH EQUlV ALENTS · BEGINNING OF YEAR 

CASH AND CASH EOUNALEN'I'S -END QF YEAR 

auppi.BMfiNTAL DI8CLOBURE Of CASH FLOW INFORMATION 
Cash Paid During the Years Ended April. SO, 1994 and April30, 1993 for: 

IncomeTueo 

Intsrest 

SEE ACCOUNTANT'S COMPILATION REPORT 

CORRECTED 

1994 

(154,442.95) 

(127,100.98) 
(1,927.00) 

49.238.6!! 
(184.287.28) 

152,185.80 
118,831.62 
28,1175.04 

128,853.43 
(2,1180.00) 
5,680.88 

(24 7 ,856.98) 
(62,503.90) 

7,871.53 
(4.100.00) 

124.967.42 
19.279.881 

126,560.19 
2,718.14 

(728.198.00) 
(598,914.67) 

885.964.72 

27,770.19 

316.966.56 

844.786.711 

4,900,90 

4.085.56 

1998 

49,242.88 

(138,8811.14) 

48.768.16 
145,878.10) 

84,254.00 
(45, 724.00) 
(13,920.00) 

8,288.00 
(107,903.00) 

49,385.00 
(315.00) 
2QS.OO 

(75.782.00) 
(121.610,10) 

(13,452.00) 
- 12,625.00 
152,881.00 

<20.746.00) 
130.8Q8.00 

16.190.00 

24,387.90 

292.578.68 

816.965.§6 

2400.09 

5,818.18 
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' ' 

AnWes C!wpical C9,. Inc. 

QTI:tER INCOME (EXPENSES) 

For the Years Ended April SO. 1994 and AprU 30. 1998 

hlcome Split • Sa!lU!on 
T~ing Charges 
Intereat hlcome 
Gain on Sale of Fixed Assets 
MlscellaneOUll Income 
Miscellaneone Elqlenae 
Interest Expense 

TOTAl,. 

1994 

127,100.98 
37,567.90 
6,982.98 
].,927.00 

889.60 
(874.92) 

!1Ma~.71) 
1~7.207.88 

SEE ACCOUNTANT'S COMPILATION REPORT 

CORRECTED 

..L 

1.82 
0.54 
0.10 
0.03 
o.o1 

(0.01) 
(0.24) 
2.25 -

Sclhedule 1 

1998 ..L 

188,889.14 1.71 
83,165.88 0.41 
7,861.11 0.10 
2,650.00 0.03 
].,388.06 0.02 

(2,175.00) (0.03) 
to.a1a.1s) ({!,Q7) 

1zaai11~2§ i:1Z 
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DEfERRED CHARGES 
Property Taxes 
Insurance 
Lewie 
Excls& Tax - Fuel 
Compensation Insurance 
Other 

TOIAL 

.AQQRUED LIABIL!'A:J.li1S 
Tabk Testing 
Comml$oi(IQ$ 
P~Taxes 
Sales Taxes 
~ 
ESOP~en.e 
Other 
~ 

TERM DEW' 
J. Loclte 
A Rosenthal 
N. Spieler, Trwltee 

TOTAL 

Angeles Chemirnl Co .. Inc. 

BALANCE SHEET SCHEDULES 

April 80, 1994 ll!ld April 30. 1993 

l:Rtl! 

212,000.05 
212,000.05 
212.000.0§ 
686.022·1~ 

SEE ACCOUNTANT'S COMl'lLATION REPORT 

CORRECTED 

1994 

1,4'72.26 
113,974.00 

2,798.13 
4.154..45 
5,667.13 

10,245.94 
868.36 

2,648.82 
5,845.151 
6,660.00 

18.624.38 
44.482.96 

Qttrrent 

8,884.31 
8,384.31 
8,384.3~ 

~5,152.93 

llsbedule 2 

1998 

1,506.92 
152,355.43 

ts18.00 
7,057.78 
8,095.48 

21,976.84 
J91.510,A6 

63,904.46 
11,430.05 
1,561.96 
4,457.95 
5,846.84 
1,850.00 

T!!Qll 

203,616.74 
203,615.N 
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""'""-··.:.-~1.">""·:.· · ... · ... 
ANGel.~- CH:i'MI~ CO.,: lNC. 

;> 89U-:5onnaen'A•enue 
·Santa Fe Spr1na•. Ct. 90670'. 

I ·.· . 

SPACE A80V£ THI$ UNE FOR Rt::COAOEH'S USE 

hove equal pr1ori~y. 
, M:WBM 

ANGEL£S CHEMlC~L CQ,, INC. he<ein calloo TRUSTOR, 
Avenue I, -S~nta F-e S!Jdna;~. C.:~.liforn:l.a 906?0 _ ... _ 

AGO 'T!l'l.l!.' COMPAHY, a c.JIIomia Cotp<>r•tlon, herein callod TRUSTEE, and John G. Locke 
Janyce.- B •. Locke, -but.band and wife. a& conlltluntt.y property, as co an 

ivi.ded 1/3' interest ,hotOin callod B5NE:FICIAAY, 
ot imwoc:ably ;ianta, tnlrl.lteta and assigns to Trustso IN TNt.t, with Power of Salo tM.v.t prop~tty i11 r::he City 

of_ .sa~~·~~~-·.sp_~~n~,. . County of Lo& Anat~ltts ,Calilornia, Qu:p.;nDid il:s; 

.'··· 
So~ attached loaal deaedption 

Itt Wltl'l. ':Ill rtft1S. i.OOutiiM l)fOfitt. U'lt~. IUilfrllet, howver, 10 N rlglll, power •od •uthorit.y I$'Wtitl&h:tt ot~¥1'11() Mel CQni~Jrtd W)On itinwll<:l.llfV to 
and ~ ~-ttiA'*o lhuti lind pn;rflc.. 

) ~ er ~ (1) "~ ol th" 41lm of$ 216 000.0()...-... 'Wfll.h inh~:.-.&llhi'I!IQGI'IACCDN:IIn; Ia ~hl.l t.WIIo fJf ::1 promlll~ry O(lt~ 4ll" 
Ill lt'o"tifl iU.)CI rwrewub ~by YMIO'. , ·.,!'k- ta I1I'CfltJ 01 ~~i.lr)', at~~l••lta'ltiiont or rerurm:1:11. lharoor: (2) 1h• ~WfQI'~~t or ttactl ~gr&omlffl1 
Mr ~11-tld ~ I'\IMnot ... ~ MI'M ot ~ II 4 00 NOOttd: (.3) P•ymanl of 1ddlllontll $Vmf WlC ini'Wvt.l II'IO(it(lflwhl~h I'IWIV h~o'lil!llttOf 
"" '1.0 TNI10t, Ot hit iiiUGGfiACft or~ when ewfdancid 1:1:y • ~ Mr.t:J ot l'tQU~$ tfei,Ung l.hll1hey art ncurec:l D~ t!'lill OfoQ ol Tr~. 

tH; IM- Mc't.lricy' ,of th!.iJ,DHd 01 TM'. Mel WM II'IIQCIGI: to'"' prop.wty lb!Wa ..14&c.rit:Mid. TNCIOI' tll)h!IQfy n'l•kt• nch and all ol tl'le ~r~~:~etJN~:m;, :.nd 
IIMC$ .... 1q,p«<t,,rtmft~IIIC:IUMbyw.blndlllafVIIttrll'lt...-.ciPn:wl,aonaHttQUI11n~Qc'iAolthf.l~r'lFlC.tilibuer.~oiTrualtefi~~IICI 
, .JS:I~ !t '-· ff'l¢1.1~·.....; fhllt. dar~ ~ M& bu. In wtxavltil:m 1!.' ql' llW conlln Fictltb.lt OHd of TMI rGOn:l•d in lh• I)OM OI'!Cf p.'l01t o: 
~ ... 11,\,tti:IJt!QIIil~~~-~~-~ .... -,.~ -~ ~-~J*ty If ~~ . ._~ .no*-1 bekM' OppOillf ltMr t'tllmf' Ql U~l1 CV!IriiY, nolU'I'tti<fV." 
•. ~M·~fti -·~·;;-., .·~·. · . 
lTV aooiC PAGI COUHTY D00K fi'.A4le QQ\IN'l'Y BOOK PA(i.e;: (:OUNfY BQQK ~.II.G!; 

141\111 f:!IN dH .1Unet W 71:;11 Pfiiii.Wr IOi' ~79: $1•JT• :Ill: tef 
:~~ ,1.1041 l..IH m , 10 ,....,. ~• ,3Q., "•~yo.; 101 tc:z .. 1:13 ,.' 411 '· ...... " 1U 3G?' Rlv•J1ikte 11111 347 ~ 1211 12"1 

~110,,, ·:.,, IU ............ 1-48'1. $74 .....,.,.qto 7MO.:ZII 1111i ~ .20&7 427 
'"'*· 1i$ . Ja lillllldln 811 \31 8Ift lh~s.;J 300 401 Star!LNIUO: 1$70 H 
• ·:~:u. $V1 M.lftn 1i0 1iili s- ••~ordlnt P13 tu dlutt.r 111 !H 
t ¢o.llll 404 ·' '• 1 _,..,.. to 4P San F~o ~04 '" T~ht:ml 4S'1 1113 
OM · '., 10• :- .Mt Mtalilladna ifl7 If a.n J .. ll'l :USS 283 Trlidb' t(lt &116 
~adD . . : fGt , IN ..._. 1td; 1151 $on Lu .. ~ 1;\U 137" TUIIN IUO 10• 
0 ::·::~ nu•'L;.: &23 ~ 111 U Sin lll#ltO ' -477, 17$ 't'ut~luP\1'1• 1ri 160 

oldl 
101 

' ·' · ..... :_..,... 'TI , · 11oM · " 102. S.nt• O.rt'Hi,. a015 181 V•nturw otell7 237 
, 101 , · U UdrntMIV 117 ~ llli<MIJI CIA,. IIIU *1!'4 YOlO 711 1$ 

· .- ,11M ·r ?U1 · Ntl"" ):04 14~ lilttU! Otu:li 1i31 60? YUI>411 3$$ 193 
·r\. 111 ·' .. t't2 *'"'• 30 t4 Sh.... 100 eu 
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DEC-19-1994 21:15 
,.....,...._ .. -..7 

$216,00Q.OD 

ANCHEM SANTA FE SPGS 31069"J87571 P.0b 

NOXZ SECURF-D HY DEED OF TRUST ( lNS'rAL!..MEN'l' NO'.r:;.;.. :tlfrf;Rii:ST INCLUDED) 

Santa Fe sp~inqs, Calito~nia 
Octcber 1, 1993 

In installments as herein stated, for valu<'< received, the undersigned promises to pay to John G. Locke and Janyce B. Locke, husba..'"l.d imd wife, as co:rJUuni~y property at santa Fe Springs, California, the sum of two hundred sixteen thousand ($216,000,00) dolla:r:s, with interest from Octob!'!r 1 , 1993, on unp&id ~;>rincipal at the rate of seven and one half (7.S') percent per annum; principal and interest payable in installments of two thousand ($2,000.00) dollars or more on the first day of each month, beginning on the first day of October, 1993, ana continuing until ~aid principal and interest have been paid. 

Each payment shall be credited first on interest then due and the remainder on principal; and interest shall there1.1pon cea!ile upon the principal so creaited. Should default be made in payment of any installment when due, the whole sum of principal and interest shall oeccme ,immec:liately due at the option of the holder of this note. Principal and interest payable in lawful money of the United States, If action be instituted on this note, the undersig:'led promises to pay all costs of collection, includ.ing real!oil.able attorney's fees, . . 
'.l:his not• is secured by one of the three Deeds of '.t'rusi;, .;~f even date herewith, and all of which have equal priority, to Chicago Title company as Trustee, e~ecuted by the undersigned 111 favor of the herein named payees, John G. Locke and Janyce B. Lccke aa to an undivided one third (1/3) interest:: and is given es pa.~t of' the purchase price for their ownership interest: in the real property deseribed in said Oeed of Trust. 

L~~a.Not 
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...... 
Mr. Eric Br~stedj-. 
114 Sansome Street, Suite 808 
San Francisco, CA 94104-3818 

RE: Valuation for the year ended April 30, !994 

Dear Eric: 

October 31, 1994 

Enclosed are the financial statements for our most recent year end. I thought you might review 
these before our meeting in a few weeks. 

We had some major litigation expenses during the year which normally would not occur and 
caused the net loss for the year. We can discuss this and the status of the litigation when we 
meet. 

Looking forwlll'd to seeing you. 

Sincerely 

~/14#~- J 
Tim Mahoney 

UHLII.MIMIIUI.n .. IK 
891 S Sorensen Avenue • P.O. Sox 2163 • Stn'ltl Fe Spring$, CaUfomll 90670 

Tolo .... ono !1!"ii) 945-3911 • ~) 685-4386 (L.A.) • (711) C2 GO 

''"" 
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BRAMSTEDT 
41nd Asl!iOd&tes lnoorporat~d 

financial Consulting 

f5.U!>Ine$S ValuatiONS 

flnan.::ial Al'ta.lysls 

Employee Stock Ownership Plan 
Administrative Committee 

Angeles Chemical Co., Inc. 
P.O. Box 2163 
SIJita Fe Springs, California 90670 

Attn: Mr. John Locke 

18Jiuary 20, 1995 

You have xequestcd that we expre.u an opinion as to the fair matlcet value of the common stock 
of Angeles Chemical Co., Inc. (" Anchem" or the "Company") as of April30, 1994 for Employee 
Stock Ownenhip Plan (BSOP or •ptan ") purposes. The purpose of this letter is to advise you 
of our opinion of value. The formal evaluation report will be forwarded under separate cover 
when completed. 

In arriving at an appmillal. of fair market value, 110me primary determinants of value are retum 
on investment, growth potential and the investor's perception of risk. We have examined these 
factors as well as liquU!ity and otber financial elements in IJialyzing the operating and financial 
perl'ormaru:e of Anchem. 

Our n:Mew and IJialysis pllu::es a fair market value on the common equity ownc:r:ship of Anohem 
as of April30, 1994 of $1,42l,S55 or $26.30 per share based on 54,065 shares outstanding. 
It is derived from 8JI adjusted book value approach and is discounted for restrl.cted marketability. 

The appraiser understands that this valuation conclusion will be used primarily for Plan 
administration purposes at April 30, 1994. Before any future ESOP valuations are conducted, 
particularly where there are to be significant E!SOPfcompany stock transattioua, the llppilliser 
requests the Tll!stee obtain 8JI independently derived fair market valuation of the Company's 
recently acqui.ted real property from a qualified commeroial real, estate appraiser. 

2.402. Viola l.l<:l Mar LOn• Tiburon. CA 94920.1208 Tel415-43~4~ r ... 415-4~4~ 
114 Si!lnsOmil!:l St .. Suite 808 San f"'ranclsco. CA 9410~818 Tel41~3152-9900 fax 4l~:z..&\92 
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Angeles Chemical Co., Inc. 
January 20, 1995 
Page two 

It is important to note that this per-share fair markf:t value is for tranllaCtions involving minority . 
intetest(s) in the Company's common stock. It does not reflect the value of Ancltem as an entity 
or the value of a block of stock which would give a single buyer control of the Company. The 
value escablished is based on financial infol'll'lation through Aprill994. Acamlingly, this value 
should be valid not only for that date, but also for a reasonable period beyond it. 

The valuation conclusion and tbe appraisal report are being prepared by BQmstedt & Associates 
as a suboonttactor to Sansome Street Appraisers, Inc. 

Sincerely, 

BRAMSTEDT & ASSOCIATES, JNC. 

~?!?.~ 
Eric M. Bta.mstedt, CPA 

EMB:ew 

cc: Tim Mahoney 
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BKAMSTEbT 
and Associates ln(.OI'porlilted 

flmnu'.:lal Consulting 

flrutncl<ll Analysis 

Evaluation 
of the 

Commoa Stock 
of 

ANGELFS CHEMICAL CO. 

u of 
April 30, 1!194 

Prepared by: 
Bnunstedt II; Associates, Inc. 
January 1995 
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.BRAIIISTt:OT 
and A~sociates InCorporated 

rlnanclal Consulting 

au.slness Valuations 

f111ar1cial Analysis 

CONFIDENTIAL 

Employee Stock Ownership Plan 
Administrative Committee 

Angeles Chemical Co. 
P.O. Box 2163 
Santa Fe Springs, California 90670 

Attn: Mr. Iobn Locke 

Gentlemen: 

January 25, 1995 

You have requested we establish the fitit market value of the common stock of Angeles Chemical 
Co. for Employee Stock Ownership Trust (ESOT) purposes as of April 30, 1994. 

Our evaluation places a fair market value of $1,421,555 on the common stock of Angeles 
Chemical Co, as of April 30, 1994. Based on 54,065 A and B common shares outstanding, the 
value per llhare is $26.30. Thill evaluation is derived from modified adjusted book value and 
wotldng capi.llll approach and is discounted for resll:icted marketability. The valuation conclusion 
was transmitted to John Locke on January 20, 1995. 

The valuation report was prepared by Bra.mstedt & Associates, Inc. as a subcontractor to Sansome 
Street Appraisers, Inc. 

Earnings prospects can change, as can the general economic climate. Federal regulations require 
that the Company's common stock be reevaluated at least annually for ESOT purposes. 

EMB:ew 
enclosure 

Very truly yours, 

BRAMSTEDT & ASSOCIATES, INC. 

C....:..??!·~ 
Eric M. Bramstedt, CFA 
President 

2402 Vll'Wl J'.)el Mar Lane Tiburon. CA 94920.1208 Tel 4IM~436 r.ax 415-435-94M 

1 , 4 &J:QSQme st .. Suite 808 8ari f't'Biu:tsco. CA. 941 ~ 18 Tel41 ~2-9900 ~U 41 ~2..6'92 
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I. JN'l'RODUCllQN AND SUMMARY 

The Administ.tative Committee of the Angeles Chemical Company, Jnc. Employee Stock 
Ownership Plan haJJ requested that we evaluate the common stock of Angeles Cbemi01l Company, 
Inc. ("Angeles Chemical, • • Anchem" or the "Company") as of plan year end April 30, 1994 
in order to determine the minority interest fair market value of the Company's common stock 
for annual Employee Stock Ownersbip Plan (ESOP) reporting purposes and for use in common 
stock transactions involving the Company's ESOP. 

AtApril30, 1994, Anchem'sESOPowned l4,065Bcommon sharesofCompanycommonstock 
(26% of the A and B common stock). During ti.scall994, Anchem made an $8,000 cash ESOP 
contribution. 

Anchem is a closely held coJpOJ.'IItion with no present market for its common stock. It is a 
regional Southern California liquid chemical distributor whose products are used in industrial, 
conuneteial and retail/consumer applications. Sales in fiscall994 dropped 13.9% to just under 
$7 million after stabilizing at $8 million for fiscal1990-1993. The Company m:on:led a net loss 
of $54,000 in fiscal 1994 following two essentially break-even yean. This loss was primarily 
attributable to heavy legal c:osts on Company-initiated litigation, most of which expense was 
nonrecurring. Soil and underground water contamination conditions at Anchem's plant are 
continuously being monitoted and tested, which requires significant on-gain& testing and other 
c:osts. As of April 30, 1994 no llll\ior environmental liability or remedial rcspon.sibility had been 
revealed, although the Company will have to replace its underground storage tanks (USTs) before 
the end of the decade. 

Like all chemical processors, Anchem and its customm are facing substantial environmental 
regulations in the Los Angeles Basin. These have seriously impacted Anchem's industrial business 
base and combined with lhe 1990-1993 California recession have caused Anchem to lose money 
three of lhe pallt five years as sales eroded. 

Prior to fiscal 1994, Anchem had a debt-ftee balance sheet whose assets primarily comprised 
receivables and inventory, wilh some cash equivalents. Given the operating and financial 
circumstances, the ESOP valuation for sevel'al years was prepared on an asset rather than income 
basis. An adjUS1cd book value approach was employed again at April 30, 1994 although the 
Company's balance sheet now retJ.ects a J.atge (shaJ:diOlder) long-term note. 

-1-
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Yabtatm Criteria 

We have valued the common stock of Anchem based upon: (1) the pertinent regulations and 
principles promulgated by the Internal Revenue Service and the Department of Labor; (2) an 
analysis of the Company's financial statements, forecasts and other information; (3) discussions 
with management; (4) analysis of the relevant industry c:onditions; and other factors. 

The basic rules for valuation are laid down in Revenue Ruling !19-60 issued by the Internal 
Revenue Service in Ma1'Ch 1959 (u modified by Revenue Ruling 65-193). The rulings define 
"fair market value" u follows: 

• ···""' prioeol: whidl""' JI'OII"tt.Y would"""-Ma4t ......_. willill& buyw """. wi1lli2t ..u... 
wllca lho fOIIDIII" ia notlllldeot lilY COIDplllsillll to bay llld thoo ltltw ia DOt UDder aay compllisioD 
to IIIII, bod! portiuhavbla,.._llblc lalowledpof..UV•aUio:u. c..urtdoclolona .........,..*'rllltc, 
in oddilioa, tbat lbo ~ buyerlllld Beller .-. auumed to be llblc, u wdl u willioJ, to 
tude lllld I!& well iDfonnod llbout the JI'OII"tt.Y llld -me lhe mt.tbt fur llliCh property. • 

This definition is widely accepted and used in courts of law and in tax literature and is the most 
widely used approach in valuing closely held securities. It is the basic definition upon which 
we have relied in detennining the fair market value of the Company's stock. Revenue Ruling 
S9-60 wu issued for estate valuation purposes, but is not l.imited to that usc. It serves u a guide 
in virtually all valuation situations RICJ.IIiring the delcnninati.on of fair marJa:t value, 

The Deparunent of Labor hu issued proposed regulations on • Adequate Consideration • which 
address valuation issues affec:tin& Employee Stock Ownership Plans. These proposed regulations 
endorse Revenue Ruling 59-60 and set forth other factors to be considered in valuing securities 
for PSOP JIIIIPOliCS. 

Consequently, this report hu considered the following factors: 

The history of the Company and the nature of the business 

General economic outlook and the outlook of the particular industry 

Book value of the stock and the financial condition of the business 

Baminas capacity of the Company 

Dividend paying capacity 

Whether the enterprise has goodwill or other intangible value 

Sales of stock and the size of the block to be valued 

Market prices of stock of other comparable companies llllded on exchanges 

These eight factors are fundamental. to any appraisal of clo.sely held securities. They are not, 
however, all-inclusive. Other factors relevant to the subject valuation were also considered. 
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Vah!atlon Bistory agd eonclndop 

This valualioa 1ep:1esents an update of prior appraisals of Anchem's common stock for ESOP 
purposes prepared by this appraiser IS a subcontractor to Sansome Slrllet Appraisers, lnc., a 
wholly owned subsidialy of Menke & Associates, Inc. Tbe following table summarizes our fair 
market value findings for the past five years: 

&aalt! nu-dcal !:&Ia 
brn•,~•rv gfJ!fit 'Marbt Valuft llat8ilmJOfti01U1 

P1991:19SIO 

IiiDCI 
Awesale Per Perco!at llf an. w~ 

1211! ESQPVa!!F .laitl:l hkl .6.111111 lailx Em1il Clai.lll 
4.130194 $1,421,555 $26.30 20.4!1i 41.2.!1i 8l'llo 0.64X O.!l3X 
4130193 1,650,000 30.50 20.4 n.t !l2 0.68 1.()6 
4/30/92 1,621,000 30.00 20.1 51.3 !l2 0.83 1.10 
4130/91 1,653,300 30.60 20.8 61.2 94 0.83 1.10 
4/301!10 1,527,885 28.25 18.8 54.7 8S 0.79 1.14 

Based upon our analysis ot Augeles Chemical Co., Inc., our experience In the valuation of 
closely held securltles, and the tomideratlon of the faeton set forth In this report, we are 
of the opinion that the BJIIl"!!lte minority Interest fair IDIIl'ket mue of the common stock 
or Anthem for Employee Stock Ownenhlp Plan purposes as of plan year end April30, 1994 
was $1,421,555, or $26.30 per lilllare based upon 54,065 shares or A and B common stock 
outstanding, 

This determination of fair market value is based on an adjusted book value approach and is 
discounted for restJ::Icted marketability. 

The appraiser understands that this 'fllluation eoocluslon will be used primarily for Plan 
administration purposes at April 30, 1!194. Before any future ESOP val11atlous are 
eondueted, particularly where then are to be slplfkant ESOP/Companf stock transactions, 
the appraiser requests the Trustee obtain au independently derifed fair market nluatioa 
rrom a qualified cllllllllel'clal real estate appraiser of the Companf's real property acquired 
iD January 1994. 

lmoor!Jmt Sylmggept Eycpt 

In Aqustl994 a Los Angeles Superior Court jury awarded Anchem $527,000 for damages 
sufl'cred by the Company IS a result of impmper c:ontractor illalallation of underground storage 
tanks and pipiq in the early 1980s which caused soil contamillation. The det'eudant, Spencer 
and 1ones (S&.J), has posted bond and appcal.ed the award, which appeal ia ~ted to be heard 
by late 1995. If the award ia sustained, the economic and financial effect on. And\em would be 
materially positive. This jury award occumd too far beyond the Aprll30, 1994 ESOP valuation 
date to be considered as a • conlingcat asset• for valuation pw:poses at that date but may be so 
considered at Aprll30, 1995. The S&1 suit was originally filed in early 1993. 
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n. SCOPE AND LIMITATIONS OF 1HE VAUIATION REPORT 

I .bgitatiOJI$ 

The purpose of this wl.uation IepOtt is to detemtine the fair market wl.ue of the common stock 
of Anchem 011 a minority intaest basis u of plan year end April 30, 1994 for annual BSOP 
reporting purposes and for use i.a common stock transactions involving the Company's ESOP. 
Use of this report far other than its specifically stated purpose or by third parties may result in 
invalid conclusions. 

In preparing this valuation, Bramstl!dt & Assoc:ialtll hu relied upon and.assumed the acc:uracy 
and complelclless of all financial, statistical and other infonnaJion provided by Ancllem. 
Bramstedt & Associates bas also conside.n!d inf.ormation based upon other publicly available 
sources wbich it believes to be mliablc; howevca', Bramstedt & Associates and the appraiser do 
not jlll8.1'alllee the accuracy and completeness of luch inf.ormation and have not independently 
verified the financial statements and other information. The appraiser is not aware of matmial 
omissions or understatements from management and other sources wbic11 would affect values 
contained in this report. The fair market wl.ue mived at herein represents the appraiser's 
considered opinion based upon the filets and information presented to him. No legal opinion is 
expressed by this report and its accompanying documents. 

This valuation IepOtt does not specifically address the financial impact, if any, of matters requiring 
special expertise or knowJ.edie not genecally held by business appraisers. As such, this report 
does not address in si,gni.ficant detail. issues involving toxic contamination, hazardous waste, 
engineering and structural soundness, litigation and legal concerns, etc. 

In preparing this valuation IepOtt, a variety of data and assumptions bas been used. The financial 
infonnation on past pcrfol'l1lllllce has been gathered from Aru:helll's financial statements far the 
past five fiscal years. We bave included in Appendix I a copy of Anchem's most rc:cent financial 
statements, prepared as a compilalion, as amended, by Singer, Traynor & Co., CPAs, for the 
fiseal year ended April 30, 1994. · 

Projeeti.ons of expecter1 futum financial pcrfomumce through fiseall99S have been providcr.l to 
us by the management of Anc:bem. Interviews have been held with members of management 
at the Company's Santa Fe Springs facility in Dccernbe.r 1994 and with certain outside sources 
xegarding cel1ain coinpany events. 

Neither the appraiser nor Bramstcdt & Associates, Inc. has any praaent or contemplated futum 
finaneial. in11.1ftlst in Anc:hem, and the fee for this valuation is not contingent upon the fair market 
wl.ue delmmined. The qualifitali.ons ofBramstedt & Associates, Inc. to undertake this valuation 
are set forth in Appendix n. 
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The marketability of the mbject company's stock, the control position of majority shareholders, 
81ld the relationship of these factors 10 the block of stock being valued can affect the concluded 
value. In valuing a block of stock, IRS Revenue Rulings and court decisions provide a basis for 
concluding that a discount is valid for an absence of marblability if the value base does not 
already rctlect.the lack of marketsbility, Further, a minority stock interest in a closed COIJIOration 
is usually worth much less than a proportionate share of the entity value of all the corporate stock. 
Discounts can range from 10!1 10 30!1 or more. When minority in~mest and lack ofmarbtability 
discounts are both applied, they are Mquential. 

This valuation is specifically inteaded 10 establish a per-share fair market value for shares 10 be 
issued or soldiO the Company's Employee Stock Ownership Trust (BSOT). This report does 
not addras the value of the Company as an entity. The value of the Company as a whole, with 
the attendant rights 10 control the direclion and growth of the Company, 10 influence or control 
compensation and dividends, 10 change ll"llllagelllelt, 10 acquire other companies and/or business, 
~.or 10 sell or merge the Company, may be greater than the IOtsl value implied by this 
valuation. On the other hand, the value of minority interest shares held outside of the ESOT 
would probably be less than the value determined in this report. An ESOP with a "put• option 
obligating the Company 10 repurchase the shares held by participants provides a valid market 
for IIUch stock. Minority interest shares held outside of the ESOT would by necessity be 
discounted for their inherent lack of marketability. 
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m. TilE COMPANY 

Angeles Chemical is a resale/dbtributor of liquid industrial and consumec product chemicals used 
in coating and other processes. In fucaJ. 1994, sales of solvents were $2.0 million, pack:aging­
$1.1 million and Bom---$3.9 million. 

As illustrated in the above graph, there continues to be a relative and absolute decline in lower 
gross lll8IJin COllliDelcialsolvent sales since fiscal1990, which sales mix change contributed to 
a Company gross margin pin to 32% in fucaJ. 1994 from 23·2S% for several prior years. 
Specifically, since fis<:a11991 solvent sales have fallen from $3.9 million to $2 million while 
packaging and Bortz sales gained $1.0 million to nearly $5 million. In fis<:a11994 solvent sales 
fell $800,000 year to year, while Bortz and packaging were off about $200,000, the first annual 
drop in the sectors. Bortz is a pu;bgcr of paint thinner and finishes for the consumer/retail 
market and its gross mars;ins arc over fifty percent better than those for solvents. Anchcm's 
consumer/industrial sales mix is now 70/30, up from 50150 in earlier periods. 

Since the peak in 1982 at $16.8 million, Company dollar sales have fallen 60% to $7 million 
in fiscal 1994. Physical volume has cleclined even more because of periodic price increases. 
The 14·year sales drop reflects the loss of major accounts as many coiiUIIelciaJ. customers moved 
out of Southern Califonlia or changed their $upplier SOIIIl:C away from Southern California. The 
evcr·increasing environmental regulations in Greater Los Angeles have created an expensive and 
difficult opaating cireumstaru:e for chemic:al processors and distributors and thcir customers. 
The 1990-93 recession in the ICgion was also a factor. Managcmcnt continues to emphasi7.c less 
~y sensitive consumer products. 

In 1994, Anchem had about 120 active industrial customers and 350 in the packaging division, 
both down from recent years and reflecting the continuation of a long-term trend. Mnst arc 
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located in Southern California. Ellb Paint Company, owned by Robert Berc, an Ancbem founder 
and shareboldcr, is an imponant customer. 

Anchem's basic raw materials are these organic chemi.cab--propylene, glycol, toluene, ethylene 
glycol, acetone, mineral spirits, 1-1-1 trichloroetbane, and alcohols. These are fonDll of petroleum 
distillates which are purchased from Shell; Union Carl! ide, Enon, Celanese and Vulkan Materials. 
The Company has on-slte 32 undercmund storage tanla of 5,000 to 20,000 pllons capacity each 
and four above-ground tanla (old railroad tank cars): one of 10,000 gallons capacity and three 
of 6,000 pllons each. Some of the storage tanla are not now used given the decline in sales 
and volume since the 1980s. 

Anchem operates out of administrative offices and packaging and storase facilities on a 1.8 acre 
site in Santa Fe Springs, California. The structures and improvements are Company-owned, while 
the underl~ real estate bad been owned by a partnership comprised of the three founding 
stockholders--John Loclre, Robert Berg and Arnold Rosenthal. (Mr. Rosenthal is 110 longer active 
in the Company.) On Januuy 1, 1994, title for the 1.8 acre land parcel was transferred by the 
partnerslrlp to the Company in consideration of three equall4-year $216,000 notes (aggregating 
$648,000) paying 7.5% annual interest. The total yearly principal and interest payments of 
$72,000 equal the rent paid to the partnership and the transaction is therefore cash flow neutral 
to Anchem (on a prelaX basis). 

The land transfer price was determined by the three parties on other than an ann's-length "third 
party" negotiated basis and which basis was not specifically disclosed to the appraiser. Given 
the property environmental clean-up yet to be completed and the land's location next to a 
Supetfund site, the appraiser believes the independently determined fair marlret value (FMV) of 
the real property may be below the $648,000 capitalized on Anchem's financial statements as 
of April 30, 1994. Therefore, the appraiser teCOmmends that the ESOP Trustee obtain a real 
property FMV from a qualified independent commercial real estate appraiser for reference in 
future ESOP valuations. 

In addition to its Santa Fe Springs facility, Anchem rents a warehouse in Santa Fe Springs for 
de-crating, and uses a Los Angeles public warehouse for distribution-replacing a terminated 
warehouse lease with Robert Berg. 

As of the summer of 1994, Anchem had 21 full-time employees versus 22 a year earlier. 

sennon Chemical Co. Joint Venrure 

On Maich. 31, 1991, Ancbem entered into a five and a half year agreement with Saramco, Inc., 
dba Samson Chemical Co., to operate on a joint venture basis for five years bcginnlnc October 1, 
1991. If the joint venture is still effective on September 30, 1996, Samson will cease operations 
and transfer to Ancbem its distributor relationships and its business and customer accounts. In 
the interim, both COIIIpailie$ maintain separate operations (at Santa Fe Springs) and customers. 
Through this affiliation, Anchem was able to broaden its product line to include epoxy products. 

On a combined basis, Anchem/Samson sales in fiscal 1994 were $10.6 million, indieating 
Samson's sales are running at $3.6 million annually. Samson's income (u defined by the 
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qn:ement) is sban:d equally by the partnerS. In fUcall994, Anchem'sincome share was booJred 
at $127,000 versus $139,000 in fUcaJ. 1993. 

For furtber details on this joint venture, see the November 1991 valuation report. 

Anchem also bas a distribution qreement with EMt Bay Oil, a Northern california chemical 
distributor, and a Phoenix wardlouse to f'urthC'C broaden its customer, business and geographic 
base and replace lost sales in the Los Angeles Basin. 

M'ruwrtmtnt apd OJ!Jitl]hip 

The Company senior management as of April1994 consbted of: 

Pnoident, CEO 
SecrelaJy/T......,_ 
Prl:sidonl • SoiiiiiOII Cbemiad 
Opentionl Manager 
Corllrollet 

Joipn' Co, All 

1971 67 
19'71 62 
1990 61 
1985 30 
1990 37 

Robert Cuslel' is a chemical engineer with experience in chemical distribution and as such provides 
important management and sales support for John l.ocke. Mr. Custer is concentrating on the 
industrial market and Mr. Locke on retail and proprietary products. 

The Boaid of Directors consists of John Locke, Robert Berg, and Arnold Rosenthal, all founders. 
As of late 1994, Mr. Berg is taking a more active maD&gement role at Anchem, particularly with 
the January 1, 199S implementation of the Responsible Distribution Process (see below). 

As of April 30, 1994 there were 40,000 Class A and 14,065 Class B common shares outstanding 
(excluding treasury stock) as follows: 

Jolml.och 
llobcrtBeq 
ESOP 

Tolal 

Nt~mk of Sh!U'e! 

20,000 A 8bira 
20,000Aobomi 
J!Jl§1Bobareo 

Class A common stock is votin& and Class B is IIOilVoting. Otherwise, the two classes are equal. 
A valuation discount for the nonvoting Class B stock bas not been taken by the prior apptaisers 
or by Bramstedt & Associates since the stock is in an ESOP where voting rights are not passed 
through in any event except for ~or cotpOrate issues. 
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&Jfmmnegtal Jpucs Jludate 

The valuation studies for the fiscal years ended September 1989 tllrougb 1992 discuss in detail 
the regional agencies which replate Anchem 's operating and environmental activities. According 
to management and SCS Engincen, its environlllf:lllal c:onsultant, as of Apri130, 1994 the 
Company had no environmental agency violations or citations. 

However, beginning in fiscal1993 and continuing into fiscal1995, Anchem and SCS are working 
with the California BP A on its on-.ite program to investipte for possible sroundwater 
contamination relating to an adjacent California Super Fund site (McKesson property). In this 
connection, Anchem incurred state fees and incremental services from SCS. 

The prior reportS dbcuss testing and related work for soil and pMilldwater contamination 
continually undertaken by the Company and SCS since 1989 which so far bas not uncovered any 
major problems or major remedial work. By 1998, Anchem could be required to start tq~lacing 
its underground tanks on a progressive basis. No specific fundins for this project bas yet been 
accrued by Anchem. 

By its business nature, Anchem continues to incur legal, testing, remedial and consultant costs. 
The appraiser does not believe the Company has been able to pass these costs, which have become 
material, tllrougb to its customers, thereby impacting profit margins. SCS consulting costs have 
fluctuated but in fiscal1994-95 are averaging $10,000 a month. SCS worlwd with management 
and counsel on the S&J suit. 

Beginnins in January 1995, Anchem will participate, as required by its major supplier contracts, 
in a comprehensive storage, operational, health, safety, environmental and emergency response 
program ealled "Responsible Distribution Process" created by the National Association of 
Chemieal Distributors, who will sponsor on-site audits. A recently hired full-time compliance 
and safety officer reportS to Operations Manager Jim l..ocke. Employee· training for RDP is 
required. There will be incremental costs for implementing the program, but Anchem hopes to 
realize some economies and efficiencies from it. 

Ongoing environmental encumbrances on Anchem 's business and profits have been reflected in 
the valuation conclusions since fiscal1989. · 

1beJrnnomy 

As of fall1994, the domestic economic recovery was accelerating, with a strong 4% GDP rise 
in the third quarter. For 1994, ODP is forecast to gain 3.5% or above and 1995 ODP expansion 
may remain at that rate of increase. Inflation (CPI) on the other hand may acc:elerate in 1995 
to 3.5% or higher from under 3% in 1994. The national unemployment mte dropped to below 
6% in the fall-a four-year low. 

Consumer spending for durables, autos and household furnishings are driving the economy, with 
domestic auto sales at a 16-year high. Housing starts In 1994 m forecast at 1.47 million, np 
15% from 1993 and4S% from the 1991 recession low. Risins mortgage rates willimpacthousins 
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activity in 1995. On the other band, the recovering European and Japanese economies will 
continue to spur already strong U.S. exports. 

As of the fall, interest rates had risen shalply from their 20-year lows in 1993; the prime ra1e 
was 8.5$ and 30-year govc:mment bonds yielded around 8". The S&P 500 Composite Index 
was selling near 460, which is 18.4X trailing twelve months' earnings and 3.1X book value-all 
ncar reeord highs, 

As of fall 1994, California was fCOOVcring from its most serious ~on since the Gnlat 
Ilcpression, aldtough the improvement was not as robust as for the xest of the U.S. Severe 
cutbacks in defense and aerospa.ce spending, mi1ilary baBe closures, out-of-swe relocation of 
manufacturc:rs and softness in the financiallelvic;clll, real estate and odter sectors caused the state's 
unemployment ra1e to run LS to 2 points above the national rate. California employmmt, 
however, is improving, with a pick-up in entertainment, biole(:h, elect.ronics and some service 
sectors. Southern California was more severely impacted by the recession than the xest of the 
state. For 1995 some economists arc fon:casting that California's economic experience will more 
closely match that of the U.S. despite on-going defense industry oontn\Ciion. 

mnaudal Analysis and Reriew 

Anchem has provided Bramstedt & Associates with financial statements for the fiscal years 1990-
1994. 1bese financial statements have been thoroughly examined and discussed with management. 
A copy of the Company's financial stalement for the fiscal year ended Apri130, 1994, as 
antended, and prepiiiOCI as a compilation (without footnotes) by Singer, Traynor & Co., CPAs, 
is att:aclled as Appendix I. 

The results of our review and analysis of Anchem' s financials arc oontained in the exhibits 
outlined below: 

EdtibitA 
ExhihitB 
Exhibit c 

Comparative lllt:ome Statement, PY1990-1994 
Comparative Balance Sheets, PY1990-1994 
Selected Financial Ratios, FY1992-1994 

These exhibits arc presented at the l!lld of this section of the report. The following comments 
and observations are based upon Bramstedt & A.ssocl.ates' review and analysis of the Company's 
financial statements. Sammco 's operations are not consolidated but are incol]IOI1Itcd in a one-line 
(miJcellaneous) income entry, "income split- Samson. • 

Exhibit A contains Anchem's comparative operating statement in terms of dollars and dollars 
as a percent of sales for the period fiscall990-1994. 

-10-

BR000134 



Sales of $7 million in fiscal 1994 were down 13% from fiscal 1993 and the prior tlm:e years. 
Because of the sales decline and altered mix, discussed previously, COGS dropped a grmter 
16.3% to $4.76 million (68.3%) in fiscal1994. Gross profit fcl18.3% to $2.2 million (31.7%) 
from $2.4 million (29.8%) in fiscal1993, but was the second highest in the past six fiscal years. 

On lower sales, operating expenses fell only 4.4% to $2.4 million (34. 7%) in fiscal 1994. At 
this level, operating costs are about 14% greater than fiscal 199()..92 when sales averaged 
$8 million. Anchem in fiscal1994 recorded lower: salaries and labor com, insurance, freight, 
tank testing and lab expense, and bad debt. However, (warehouse) ~nt wu up significantly and 
profeuional semees (SCS and legal) jumped 4-1/2 times to $223,000 in fiseal1994. Much of 
this cost wu for the Spencer and Jones litigation and lepl expenses u this non-fee contingency 
ease continued into fiscall995. 

A modest openLiing expense reduction and a gross profit decline caused the fiscal 1994 operating 
loss to increase to $211,000 (3.0%) from a $123,000 loss (1.5%) in fiscall993 and u such was 
the highest operating loss since fiseal1990, whieb is not d~tly comparable because of Saramco 
(fiscal 1991 and beyond). 

Other income (primarily Saramco) was down 4.9% to $173,000 (2.5%) in fiscal 1994 while 
interest expense was up $10,000 to $16,000 (0.2%). 

In fiscal 1994, pretax and post-tu losses were both $54,000 (0.8%) compared to profits of 
$53,000 (0.7%) pretax and $49,000 (0.6%) post-tsx in fiscal1993. The Company hu recorded 
net losses in ~of the past five years although fiscal1994 would have been profitable excluding 
the heavy litigation costs. At April30, 1994, Anchem has an operating tsx loss carryforward 
for IRS pUipOSeS of $106,000. 
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Exhibit B contains Anchem's comparative balance sheet in tmns of dollafs and dollafs as a 
percent of assets for the period fiscal 1990-1994. Fiscal years 1992 to 1994 reflect the Samson 
joint venture. 

With the property acquisition at January 1, 1994, Anchem's balance sheet profile has changed 
with an increased fixed plant component, although current assets ue still 75,.; of total assets of 
$3.45 million at April 30, 1994. Also for the fint time, Ancltem has sipificant long-term debt 
in the form of a 14-year 7.5% $611,000 note payable equally In two current and one Conner 
shareholder-an which annual principal and interest payments aggregate $72,000 . 

Als ol4130; .121!! .1m 

Cumllll Allllels 75.7'1. 92.2$ 
Net Fixod A.uals 23.5 7.0 
ClCbat A..u. .-1 .-1 
TOI"AL ASSBTS .l!!!Jl" J.211Jl" 
Cumnt Liab.ililio& 31.5!11\ 43.0!11\ 
Loag-Tcrm Debt 17.7 0.0 
liquily .111.1 .J2J. 
llABI1lTIBS It EQUITY lOO.Ol!i .l!!!Jll'li 

At Apri130, 1994, current assets were $2.6 million (75.7% of total assets), down 10.7111\ from 
$2.9 million (92.2\11\) at Apri130, 1993 as follows: 

• Cash and equivalents- $345,000 (10.0%), up 8.8% 
• Accounts receivable- $1.2 million (35.0%), down 19.2\\\ 
• lnvenUJrles- $886,000 (25.7%), down 3.7% 
• Prepaid expense.s/defem:d charges- Stn,ooo (5.1 Ill\), down 10.2% 

(See Schedule 2, Appeodix I for list of defemd charges.) 

Net fixed plant rose about 3.6 times on the land acquisition In $811,00 (23.5%). Other assets 
(Sam11011 invcstnumt) wc:r:c unchanged at $27,000 (0.8%). Total assets gained 8.7% to 
$3.45 million. 

CUrmnt liabilitie$ at April 30, 1994 were $1.09 million (31.591i of total liabilities and equity), 
down 20.4% from $1.36 million (43.0%) a year earlier as follows: 

• Accounts payable- $864,000 (25%), down 22.3% 
• Drum deposits- $68,000 (2%), up 13.3!11i 
• Note payable (msUtanCe)- $85,000 (2.5%), unchanged 
• Accrued e.xpenses/liabllities- $44,000 (1.3\11\), down 59.6$ on no current tank testing 

accruals 
• Current portioo- debt- $25,000 (.7%), none at Apri130, 1993 
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The long-tenn note of $6ll,OOO (17.7") at April30, 1994 has been explained above. 

Shareholders' equity fell3% to $1.75 million (50.8%) on the net loss. 

Exhibit C presents selected financial and operating ratios for fiscal years 1994-1992. It shows 
a maintenance of !he strong current and quick ratios of2.41X and 1.43X respectively atApril30, 
1994. 

Working c:api.tal, which is composed primarily of accounts receivable and cash and equivalents, 
fell slightly to $1.53 milllon. The sales to working capital ratio fell to 4.6 times from: 5.2 times 
at April30, 1993. If combined Samscm/ Anchem sales of $10.6 million are used, the fiscal1994 
sale&lworking c:api.tal ratio is a still comfortable 6.9X. Inventory turns dropped to 5.4 times 
during fiscal 1994 from 6.2 times in fiscal 1993 on lower sales. 

Appendix I contains a statement of cash flows for fiscal 1994 which is summarized and compared 
to fiscal 1993 and 1992 as follows: 

Net cuh fn1111 (~aedl: 
Cporotino octlvltloo 
lnwootlng ootlvltt .. 
flnonclna octlvltlu 

Net""-lncuh 

f.W!i f1l!!l t12l!l 
···(000)··· 

$ (9) $1122) S(ZO'll 
(599) 131 l4 

·.!1 • .:~ *<m: 

Cash generated by working c:api.tal account changes nearly oflilet cash used in operations to create 
a small net cash used in ope:rating activities of $9,300. The real property acquisition and related 
fmancing explain the $.599,000 used in investing activities and the $636,000 provided by financing 
activities. Depreclalion charges in fiscal 1994 at $49,000 are much lower than previous years 
as the fixed plant is almost fully written down. For the year, cash increased $28,000. 
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QGEL£1 CHEMICAL CO. 

I!Jdllblt c 
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(Eorningo before lntornt I Tax dlvldod by lnto,.&t ~~ 

Caxh Ft'*'"'turitv uo ••• 1.14 1,17 
(Not ,,.,_ • ~iltl(!h EJ!l10111 .. 
dMdod by IIOtl Poyobll ond Curront Oobt) 

Lmrwpc letioa 

Dobt/IIOrth 0.97 0.75 0.80 
(Total Llobllltios dlvldod by Mot llorthl 

L0f11•Teno Liobtl itios/IIOrth 0.3!1 •••• M.A • 
(L iobil itln over one Vftr divldod by •It llorth) 

Clp!ratlna let!g 

fotol A .... t ,..........,. 2.02 2.56 2.75 
(hlu dlvldod by •-• Toto! U<Mto) 

lltum on l"'lty (J.~) Z.IIX .... 
(Ntt lllo- dlvldod by ·-· u..-tdoH.' ~ltV) 

Ret~rn on At .. t. (1.(4) 1.& .... 
(ht ,.,._ dlvldod by ·-· .. Auetl) 

I.A. • Not oppllooblo 
log. • M<Ollllble 
••.• -.fn.t 

SCUCE: c_.., otot.onto ond ar-todt & All ... lotn. 
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IV. VAUJA'OON 

In aniving at a minority intaest fair marlret value detcrminatioo for Anchem, Btamsledt & 
Associates bas COIIIicleR:d the relevant factors set forth in Revenue Ruling 59-60 with regard to 
the valuation of closely held companies and in the Department of Labor's (DOL) proposed 
regulations on • Adequa!e Consideration • u they m1ate to the valuation of securlties for Employee 
Stock Ownersbip Plan purposes. The following COil'Ullents represent our findings with regard 
to those specific factors outlined in Revenue Ruling 59-60 and the DOL's proposed regulations 
on • Adequate Consideration" u they pertain to the valuation of Anchem. The following 
references to Revenue Ruling 59-60 implicitly include the DOL's propo:ll!d regulations. 

Book Value 

Revenue Ruling 59-60 states that the appraiser should consider book value when valuing a closely 
held company. Anchem's stated book value wu $1,775,007 or $32.46 a share u of April 30, 
1994. 

N011!1lally, book value or adjusted book value is not afforded muc:b weight or consideration in 
the Yaluation of an operating company such as Anchem. Such type companies arenonnally valued 
on earnings and/or cash flow capacity. Because of depressed operating results, the appraiser chose 
to use book value u fair marlret value for ESOP purposes u of April30, 1987 and hu used it 
u a valuation reference since then. 

Wyldend B!stoD'· Cagac:!ty and l'robabD!ty 

Revenue Ruling 59-60 suggests that the appraiser consider dividends and dividend paying capacity 
in valuing closely held securities. Anc:bem has =orded a profit in only two of the put five 
years. 

The Company bas not paid any dividends on its common stock and bas no intention of c:banging 
this policy at this time. This policy is quite appropriate for a small, private company which is 
owned by shareholders who neither: rely upon nor expect dividend income. 

Normally, eaminas reinvested in the powth of a company can be expected to earn at a gn:ater 
return than dividend income invested in other investment opportunities with similar risla 
and prospecta. Conlllll.ueutly, llbarcbolders will ultimaP.:ly benefit from the CUDellt policy to 
reinvest catllin&s in the Company's growth rather than to pay cash dividends. 

C!JQID!l!lble Comgapira-Public;ly Tn!led 

Revenue Ruling 59-60 1uggcsts that the appraiser colllider the market price of ltockl of 
COipOilltiDns engaged in the same or a similar line of business having their ltock actively traded 
in a free and open marlret or over the counter. Bnunstedt & Associates bas lllllde an exhaustive 
!learCb for compuable public companies which can be deemed to be similar to Anc:bcm. No sin&le 
company proved to be a worthy publicly traded compuable. Public companies are generally muc:b 
larger ancl more diverse both geographi.cally and in business operations. 

-14-
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In earlier valuation studies, the appraiser bas broadly referenct:d the capitaliurioo mtios ofUnivar 
(NYSE), the Jaraest U.S. chemical distributor. Because of the continuing niliance on a modified 
book valuelworldn& capital medlodology for Anchem, the appraiser now feels that this peripheral 
reference is no lonaer valid or useful. 

Cps't Ji1oJr and Eamlna Capacity 

Pre-1987 ESOP valuations by Charles Stark, PC, appear to rely on conclusions derived from 
capitalizing five-year average of net income, aftertax cash flow and pretax available cash flow, 
among other methods. Aftertax cash flow is net income plus depreciation. Available cash flow 
is pretax income plus profit lhare/l?SOP contribution plus depreciation. Deprcc:iation in fiscal 
1992, 1993 and 1994 was $74,000, $44,000and $49,00(hespectively. ESOP contributions were 
$16,200 in fiscal 1993 and $8,000 in fisca11994. Anthem's earnings and cash flow as just 
defined for fiscal 1994 to 1992 are shown below: 

f!.l:!s!!l 
F1994 
F19'1J 
F1992 

Met lneqmr (LQII) 

(SS4,000) 
49,000 
5,000 

Note: Flguru h ... been r......-.t. 

$ 3,000 
113,000 
98,000 

SC5,000) 
93,000 
1'9,000 

Because of the erosion of the Company's earning and cash generating power, the application of 
the income methodology is not now being used. 

Valuation 

Due 10 insufficient demonstxable earning power and thin cash flow prospects, Bramstedt & 
Associates and the appraiser once again must look 10 the balance sheet (asset approach) for 
valuation pwposes as in flscal 1993 when we employed an adjusted or modified book value 
approach. 

Generally, capitalimrion of income and cash flow ~~reams is the appropriate methodology for 
determining the equity fair market value of an operating company such as Anchem. The decision 
to utilize adjusted book value and working capital in the recent past is based, on the fac!Drs 
discussed in these and prior n:ports and the appraiser's experience and knowledge in deriving 
equity values of closely held companies. 

Since the Company "booked" the UDdedyin& Jell). estate with the te1ated debt in fiscal1994, as 
planned, the valuation method is reeumined for fiscal 1994. As Anchem now has J.ona-tcrm 
debt, worldn& capital does not accrue clirccUy to the shar:ebolders and it is therefore not applicable 
as an equity value indicator as was the case in fiscal 1993's valuation study. 

AtApril30,1994, Anchem'utated book value was$1,755,007. To this isappliedprogrcssivcly 
a 10" "liquidarion" discount and a 105 restricted marketability discount, below or the aame as 
the discounts used in the fiscal 1993 valuation. 

-lS· 
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1bfs produces an lndieatecl t'alr llllll'bt Ylllue (FMV) tor FSOP purposes of the equity 
oWJW'Shlp of Anples Chemical as of AprD 30, 19!14 of $1,4l1,555 or $26.30 (rounded) per 
share on 54,065 A and B tllll!mon slwes out&tandina. 'Ibis Is 81 'JI. of book value and 20% 
of sales (see pqe 3), 

Unlike recent yean, the appraiser bas not applied a 10% JOO<Iwill premium to the adjusted book 
value given: (1) the fiscal 1994 sales decline; (2) the oogoing environmental clean-up and 
compliance COilts aod exposure; aod (3) the increued busloess and investment risk created by 
the property purchase aod related debt assumption. 

AaiJiot ..,..,;oo eo .. Jac. 
AdilndM Jrok VlhW MM 

Ami! 3Q. 11!94 

Slated Book Value 
Lees, Liquiclllicm Discoullt (10!5) 

Sublolal 
Lees, Mukelability Discount (10") 

IJidkatro FMV 

On 54,0U A&B Shan!ll 

$1,755,007 
175.501 

$1,579,506 
IS7,951 

St.s&,l!M 

su (It) 

As of the ESOP plan year wbich began May 1, 1987, the ESOP Administration Committee set 
a policy of paying plan participants terminated for reasons other than retirement at age 65 in five 
annual cash pay-outs commencing on the fust anniversaxy of termination. Terminated plan 
participants sell 20% of their stock to the ESOP in each of live yean at the fair market value 
applicable for.each year. Accordingly, the above derived value reflects a discount of 10% or 
the same as applied at April30, 1993. This marketability discount conceptually reflects the time 
value of IIIOI1eY under the deferred pay-out program now in effect. 

Rm;nt Stock Sale gnd Ya!uat!QA 

Revenue Ruling 59-60 suggests that arm's-length sales to knowledgeable unrelated third parties 
in the recent pas.t. would be a basis for valuation. 

There have been no such recent transactionJ. 

-16-
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V, CQNCLUSIQNS 

Based on our experience and general knowledge ill delermilllng the value of closely held 
companies and upon the consideration of all factors previously discussed, Bnmstedt & Associates 
is of the opinion that the fair market value of the outstanding common stock of Angeles Chemical 
Co. for ESor purposes is $1,421,SSS or $26.30 pu lhare as of April 30, 1994 on S4,06S Class 
A and B sJwes outstanding. Thill valua.don is based oo an adjusted or modified book value 
approach. 

Specific positive factors COIIeCJ'Iting Arlcl!em were its liquid balance sheet; apparent operational 
and environmental stabilization; the profit and other benefits from the Saramco affiliation; and 
a IllCOVeiina Califomia ecooomy. 

Unfavorable factors were a 14 5 sales drop and fucat 1994 loss; no visibility for real earnings 
generation; negative returns on capital and equity; the hostile operating environment for small 
chemical processors ill heavily populated Ulban areas sueh as Los Angeles with the attendant 
compliance costs; and the leveraging of the balance sheet. 

'Ibis valuation is as of April 30, 1994; and, since it is based upon recent financ:ial statements, 
it should be valid for the near future. However, it is imperative to recognil'.e that the dynamics 
of the industries served and general economic conditioos can change and invalidate this evaluation. 
Feder:al regulations requ.i:re that the Company's common stock be reevaluated at least annually 
for ESor purposes. 

-17-
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ANGELE.<J QHEMICAL CO .• INC. 

APRIL 80. 199~ AND APRIL 30. ll!flll 

BR000146 



•' 

ANGELES CHEMICAL CO .. INC. 
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Angelea Cbemlool Co~ Inc. 
8915 Sorensen Ave. 
Santa Fe Sprlnp, CA 90670 

BINGER. 77lAYNOR & COMPANY 
CERTlPlED PUBLIC ACCOUNTANTS 

!!CO Citmkl Drive, Suite 300 
La. Angelu, CA 90040 

January 17, 1996 

The ®:Qtnpanying ~ ~ tlh"'-'t>l of ADgele8 Cbe>:nleal Co., Ine. M of Apri130, 1994 and 
.April SO, 1998 and the corrected related statements of income and retained MlTlinp and cash flow for the 
years then ended, have been compiled by us in~ with Statements on Standarda for Aocouu.t.iDg 
and Review Bervi= issued by the American Institute of Certified Public Aa:owltants. 

A cm:np!lation is Umited to presenting in the form of fmendal atatements information that ia the 
reprellentation of lllllll.llgliDl We have not audited or reviewed the ~ corrected finftl'!Cial 
statements and, -dingly, do not express un opini.<m or aey other limn of U!IUJ'M.Oe on them. 

M~tnagem.ent bu e~eeted to omit mbetantlally all or the dlliclol!UI'«< required by generally am:epted 
8000l.tlltlng prindplea. If the omitted discloaures were included in the corrected tinendal atatemen,tll, they 
might influenee the Wlel''$ eordusions about the Com,plmy'$ fiuanclal poaition and rewltll of operatlona. 
.Accordingl;y, the$E> oorreeted fii!8Tlcial statements are not designed for tboae wbo are not illfortned about 
INch matters. 

The 1100ompanying fmonclal statement. have been reissued to eorrect an und.eratatemmt of fixed 
lllltleU In the amount of $648,000.00, an und.eratatemen,t of notes peyable In the·amoWlt of 111636,000.16, 
an uw:lerstatement of Interest u.pense In the amount of$12,000.15 and an overatatemeDt of rent expense 
in the 111110unt of $24,000.00. 

SVYI,:lul,:T ~ cv. 
Singer, Traynor & Co. 
Certified Public Acoountanta 
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CURRENT ASSETS 
Cub. 
Aeeounta Receill8ble (Net or Bad Debts Al!O'Willll!ll8 or 
$5,000.00 lll1d $5,000.00, Respootively) 

lDventories 
Due ftom SW!ion Tank Lines, Inc. 
Due ftom Samson 
Due ftom Other 
Employee~ 
Deferred Charges - Schedule 2 
Fnmcbise Tax Prep8¥1llent 

TQTAL CURRENT ASSl1i1'8 

FIJEP ASSETS (at Coat) 
Lrmd 
Drums 
()ft;ke Tndlers 
1"'nl<:ks & Autos 
Tanka & Plant Equipment 
FumittU'e & :FixtW'ell 

PW!t 
TOTAL 

Less: Accumulated Depreciation 
:!!QOK VALUE 

OTHER ASSETS 
Deposits· 
IlmlstmeDt in Samson 

TQTAL OTHER ASSETS 
TOTAL ASSETS 

CURRENT LIABILITIES 
Aooountll Pa;yable 
&crued Liabilitiu - Schedule 2 
Not& Payable 
Drum Depoeits 
Fl'aoohboe Tux Payable 
Term Debt • Current 

MAL CURRENT UABILlTl&l 

T.ERMPW 

f!HAREHOWERS' EQUITY 
Cmnmon Stock, ,0.10 Par Value; 1,000,000 Shares Authorized; 
64,0611 Shares Issued & Outatanding 

Paid-In Capital 
Ret&ined Earnings . 

WAL 8HAREHOLJ)ER8' EQU!TX 
TQTAJ, LJABTL!TI];f! & SHAM!fOLDERS' EQJJlTY 

SEE ACCOUNTANT'S COMPlLATION REPOB.T 

1994 

344,736.75 

826,603.18 
886,014.46 
62,0W.ll1 

313,390.80 
4,897.14 

11,628..156 
162,936.41 

2,3!!9.00 
2.614.1190.80 

648,000.00 

99,1568.00 
161,272.00 
801,992.00 
ll3M16.00 

2,580.00 
ll4.237.Q'l 
26.807.07 

3.462.4 75.87 

864,418.86 
44,482.96 
85,010.68 
67,lili6.118 

2§.152.98 
1,086 621,96 

610,847.22 

5,406.50 
106,723.80 

l.!!43.1!11lolll! 
~.71511.006.69 
8.4!j?,.475.87 

1998 

316,966.00 

978,788.98 
920,421.99 
163,894.70 
859,129.W 

3,117.74 
4,643.85 

191,111Mii 

2.928.478.42 

127.762.96 
99,1167.4.2 

204,966.ll8 
740,231.98 
2lli, 781i.20 

7 

23.686.28 
2ll.fl&l,28 

il.l'l!i.l7t.4§ 

1,112.275.84 
106,986.86 

811,()4.6.11 
1!9,1,1115.00 
1,731.00 

1,96§.724.!!1 

li,4.(16.60 
lOti, 723.80 

1.698.319JI:l 
1,809.4411,64 
§,l7§.174.4§ 
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' .. Angele:~ Chemical Co., me. 
§IATEMENTB OF lNCOME AND RETAINED EARNINGS 

Fqr the Yf!!ll'l! Ended April 8Q, 11!94 and April SQ. 1993 

1994 ~ 1993 ~ 

8ALES 6,975,932.38 100.00 100.00 
LES5: cOST OF 8AI.ES ~764,547.89 ...!!B.JI.Q ...'.Z1!.2ll 

GROSS PROm 2.t!U.384.99 31.70 ~ 

OPEMTJNG EXPENSES 
Salaries & Wages 418,24ll.63 5.96 464,15J5li.16 11.73 
Outside Labor 309,062.73 4.43 S62,1 '19.87 4.47 
lmltJrant:e 166.414.81 2.39 283,829.29 2.66 
Truclt Expew!e 170,364.87 2.44 162,636.38 2.01 
Pftieht 125,771.21 1.80 157,692.85 1.94 
Commiaaiona - Born 1711,677.76 2.152 lll3, 770.83 1-90 
Rent 186,443.16 2.67 143,660.01 1.78 
Repllirs & M'alutenance 123,282.80 1.77 128,960.56 1.59 
Plant Expew!e 97,60a4& uo 97,726.24 l.lll 
Printing Expense 21,163.02 0.30 63,665.63 1.08 
Tank Testing & Lab Expense 30,271.15 0.48 80,400.66 0.99 
Auto & Travel 44,6157.76 0.64 55,345.54 0.68 
Bad Debts 4,750.57 O.Q7 46,254.96 0.57 
Bank Cha!rse 1,207.54 0.02 
Telephone & Utllitiee 44,352.58 0.64 45,912.21i 0.1!7 
Depredation 49,233.65 0.71 48,768.16 0.54 
Payroll Taxes 38,452.60 0.65 42,616.70 0.53 
Profesaim!a.l Ser"Yices 228,056.99 8.20 40,881.51 0.50 
Taxa & Liclmses 82,961.37 0-47 37,271.26 0-46 
Bua!Dess Promotion 21,458.91 0.31 30,950.83 0.88 
Olliee Suppliea 20,978.45 0.30 28,771.54 0.86 

-Computer Expense 58,961.01 0.77 28,412.87 O.S!S 
AdvertlsiDg 17,175.56 0.21) 16,420.09 0.20 
Profit ShariDg Expense 8,000.00 0.11 16,200.00 OJIO 
Employee Welfllre 9,415.53 0.13 11,167.08. o.u 
DW!!II & S'l.1bscript.lons 9,000.75 D.l3 10,424.82 0-18 
Eq_uipment Rental 15,223.10 0.22 7,791.67 0.10 
Slllllimlra & Meetings 5,385.50 0.00 S,OSMO 0.04 
Dooatioml ...!lJ!l l§Q,!lll 

TOTAL QfE:SaTJNG EXPEN~ES ...at.'.l2 Z,liaj,11.2!!.8f! ~ 
OPERc\l:m:G !LOSSl (8.02) (1.22,537 .18) (1.111) 

~ lNCOME (EXPEN8ES) - Schedule l 15'!.AA7J!S ~ 17§J!U,06 2.17 

!LOSS) lNCO){E ImroRE INOOME TAXE§ (63,642.95) . (0,'77) 113,873.88 0.66 

Pl'011lsion for lDwme 'rues 800.00 _Q&! 4,1!11-!l!l .J!.J!§ 

NE'l' CLOSS\ JHCQMJ:l 1:Q RETAINED EARNINGS (54,442.95) J2..'l!!l 49,242.66 ...P.A1 
RETAIN!jjQ ljARN!Ng§ - BEGlNNINQ L!lllltlllf!-M l.l!ii!.!!:Z!H!l 
RETAINED EARN1NGS • ENPING 1.64§·878·39 1.6!l8.819.ifl 

SEE ACCOUNTANT'S COMPILATION REPORT 

CORRECTED 
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; .. '. Angeles Chemkal Co., Inc. 

SIATEMENTS QF CASH FLOW 

P'or the Y1!81'11 Ended April SO. 1994 and April SO. 19!!il 

OP:e\RATING AcrrYlTIES 
Net (Lalla) IDoorne 
.Mjustmo.wts to Reconcile Net (Loss) Income to Net Cash 
Provided by Operating AetMI:ies: 

Equity in Income of Affiliate 
(Gain) on Sale of Depreciable Assets 
IlepnciatioD 

CASH !'USED> BY OPEI!ATIONS 

CASH PliDYli!ED rtJSEDl BY OPERATlNG ASSETS AND L!ABILlTIJl:S: 
n- in Aoooutlts Receivable 
~e (l:ncresae) In Inveutoriea 
n..cr.se ([noreaae) In Defertlld ~ 
D"""""""' In Due from Qthel'!l 
{Intreue) In Other Assets 
Decreaae in Drum llmntory 
~) In Aooounts Payable 
(Decrease) Increase In Accrulld Liabilities 
Increue (])~) in CU$tomer Deposits 
(Decrease) Increase In F~ T8:ll: p....,,.hiA 

INVEBTING ACT!VJT1ES 
Employee Advanees 
CoDect!OIIB 011 Employee AdVII!WeS 
·Distributions from Afflllate 
Proceed~~ from Diaposa! of Property, Plant & Equipment 
Purc:baet:l or Property, Plaut & EqWpmexlt 

NET CASH OJSED) PROYIDED BY lNVESTING ACTMT1ES 

FINANCING ACTI:lll't!l1!§ 
Increae In Notes Payable 

CASH AND CASH E9UIYA1·ENT8 • BEGINNING OF YEAR 

CASH AND CASH EQUIVAI.ENTfi. END OF YEAR 

B't'!;f.Pt~AL DISCLQSURE OF CASH FLOW INFORMATION 
Callh Paid During the Y"""" Ended. April 30, 1994 and April SO, 1993 Cor. 

SEE ACCOUNTANT'S COMPn..ATION REPORT 

CORRECTED 

1994 1999 

(114,442.95) 

(1.27,100.98) 
(1,921.00) 
49.2l!J!,Q!I 

(lM.237.28l 

152,186.80 
118,891.62 
28,1i71i.04 

128,81i8.43 
(2,580.00) 
11,680.88 

(247,81i6.98) 
(62,503.90) 

7,871.63 
(4.100.00) 

124.91!7.42 
!9.2'J9.86) 

128,ll60.19 
2,718.14 

635.964.72 

27,770.19 

816.966.66 

W7!6.75 

4.036.58 

49,242.88 

(138,889.14) 

49,7!!8.16 
(j§,818.1Q) 

34,2154.00 
(45,724.00) 
(18,920.00) 

8,288.00 
(107,903.00) 

49,ll81i.OO 
(3111.00) 
2QS.OO 

(75.71!2.00) 
(121.610.10) 

(18,462.00) 
12,625.00 

152,381.00 

15.190.00 

24,387.00 

292.578.66 

&f,OO.OO 
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•'• :! ',. 

Angele! ¢twnim! Co .• Inc. 

OTHER 1NCOME !EXPENSES) 

For the Yl!f!'S Ende<i AprU 80. 1994 pnd April 80. 1993 

Jwonoe Split - Samson 
TerminatiDg Charges 
Interest ll:!eome 
a.m. Clll Sale of Fixed AMets 
MiaceUaDsoua Iucowe 
Miscellaneous Expense 
Interest Expense 

TOTAL 

1994 

127,100.98 
37,667.90 

6,932.98 
1,927.00 

899.60 
(674.92) 

[1§.Qa!i,:ll> 
16'],207.83 

SEE ACCOUNTANT'S COMPlLATION REPORT 

CORRECI'ED 

.:&.... 

1.82 
OM 
0.10 
0.08 
0.01 

(0.01) 
(0.24) 

2.211 -

Scltedule 1 

1993 ..L 

136,899.14 L71 
38,165.88 o.-&1 

7,86Lll 0.10 
2,650.00 o.oa 
l,SS8.06 0.02 

(2,1711.00) (0.03) 
!MlB,U> <2&ll 

175,911.06 2.17 -
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DfiFFiRRE'Q CHARGES 
Propel'ty Tmtes 
lDaurance 
r-
:&cise Tal: - Fuel 
~ J.naurance 
Ot.h<lr 

TOTAL 

A.CiQBUED IJAB!I.l'I'IES 
Taak Testing 
('.ommjpj(IQS 

Ps.vroJl Taxes 
SulesTues 
Ps.vroJl 
ESOP El<peuse 
Ot.h<lr 

TOTAL 

T.El!MPEBT 
J.Loclr.e 
A. Rosenthal 
N. Spieler, Trustee 

TOXAL 

A,Dgel"" Chemiml Co.. Inc. 

April 30. 1994 I!Dd April :10, 1993 

Tgt.pj 

212,000.05 
212,000.05 
2!,&000.011 
686,000.111 

SEE ACCOUNTANT'S COMPILATION REPORT 

CORREal'ED 

1994 

1,472.26 
118,974.00 

2,798.13 
4,154.4(1 
5,667.13 

!!4.869.44 
162,935.41 

10,245.94 
868.36 

2,548.82 
5,945.51 
6,8!SO.OO 

18.(!24.33 
44.482.96 

Current 

8,884-Sl 
8,384.81 
8.884.31 

2~,1§2.oa 

Schedulf,!2 

1993 

1,5Q6.92 
152,355.43 

518.00 
7,007.78 
8,095.48 

2l.Q7l!J!i 
191,510.411 

63,904.46 
11,430.05 
1,1S6L96 
4,457.95 
5,846.1M 
1,360.00 

I!ll\1 

203,615.74 
208,615.7-t, 
208J!l5.7~ 
610,847.22 

BR000153 



' ' 

APPENDIX II 

BR000154 



... 
·• ' ( 

BRAJIISTI!.DT 
and Aslo.;l~tc:$ lnc.orporattd 

Financial Consulting 

financial Arully:;is 

Quallfkatl.ous or 
Bramstedt & Associates, Inc. 

Eric M. Bramstedt, CFA, has over 30 yrars experience in the field of financial analysis, equity 
evaluations, securities analysis and investment banking. From 1967 to 1977 Mr. Bramstedt was 
a senior security analyst and officer of three San Francisco based institutional research finns 
including Sutro & Co. He has prepared well over 350 business valuations on closely held 
companies for merger and acquisition, gift and est112 taxes, Employee Stock Ownership Plans 
(BSOPs), incentive stock option plans and others. These valuations have covered a broad industry 
scope of closely held and public companies including sevetal Fortune 1000 listings. 
Mr. Bramstedt possesses in-depth knowledge of ESOP functions and valuation through fourteen 
years of extensive experience with four leading ESOP design and valuation fmns-·Menke & 
Associates, Kelso & Co., Houlihan, I.olrey, Howard & Zukin, and Private Capital Cmp. This 
experience includes wotk for an employee coalition's proposed ESOP buy-out ofE!astem Airlines. 

Mr. Bramstedt is an industry specialist in transportation, particularly trucking. As such, he has 
investigated the operations and appraised the business values of well over one hundred motor 
carriers, many of which are located in California. Clients have included major domestic and 
international transportation companies for acquisition and investment banking and other applica­
tions. Mr. Bramstedt is Director of the PCTB Consulting Group, a division of the Pacific Coast 
Tariff Bureau of San Francisco. As such, he is editor of CAL-TIPS, an annual operating and 
financial study of the California less-than-truckload business. 

Mr. Bramstedt is a Chartered Financial Analyst (CF A} and a member of the Institute of Chartered 
Financial Analysts, the Asoociation for Investment MiuJa&ement and Research, the Tl:lm~portation 
Research Forum, the Pacific Coast Accounting and F'lllllllCe Council, and ia a cbarter and Bolml 
member of the Valuation Roundtable of San Francisco. He holds a Bachelor's Degree in 
Economics ftom Stanford University. He has written artic:le.s for industry periodicals and made 
public speaking appearances on transportation topics. Mr. Bramstedt has appeared as an expert 
witness before the California Public Utilities Commission and in civil court on matters of 
economic damages. 

2402 VIsta Del Mor U.ne Tiburon, Cl\ 94920.1206 T<l 41:<-43!1-94311 I'Dl< 41:<-43l!<ll4311 

114 8aru!iom111: st .. Suite: 808 San f'mnciSco. CA 94104-3818 Td 41!\.3(i2r9900 f'n 4IS.36~492. 
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EVAl,UA TION 
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ANGELES CHEMICAL CO. 
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Prepared by: 
Bnunstedt & Associates, Inc. 
January 1994 
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BRAJIIST~DT 

ilnd ~at.es fn~tpOI"'!!Ite:d 

rlnanc.Jal Cofllliulllng 

Employee Stock OWnership Plan 
Administrative Conmittee 

Angeles Che.ical Co., Inc. 
P.O. Box 2163 
Santa Fe Springs, california 90670 

Attn: Mr. John Locke 

January 21, 1994 

You have requested that we eXpress an op1n1on as to the fair 
market value of the common stock of Angeles Chemical Co., Inc. 
("Anc:helll" or the "Company") as of April 30, 1993 for Elllployee 
stock Ownership Trust (RSOT) purposes. The purpose of this 
letter is to advise you cf our opinion of value. The formal 
evaluation report will be forwarded under separate cover when 
completed. · 

In arriving at an appraisal of fair market value, some primary 
determinants of value are return on investment, growth potential 
and the investor's perception of risk. we have_ examined these 
factors as well as liquidity and other financial ele.ants in 
analyzing the operating and financial performance of Anchem. 

our review and analysis places a rair market value on the common 
equity ownership of Anchem as of April 30, 1993 of $1,650,000 or 
$30.50 per share based on 54,065 shares outstanding. It is 
derived from a modified adjusted book value approach and is 
discounted for restricted marketability. 

It is important to note that this per-share fair market value is 
for transactions involving minority interast(s) in the Company's 
common stock. It does not reflect the value of Anchem as an 
entity or the value ot a block of stock'which would give a single 
buyer control of the Company. The value established is based on 
financial information through April 1993. Accordingly, this 
value should be valid not only for that date, but also tor a 
reasonable period beyond it, 

:>A~VIIIraDol-Lan<. 111>....,o.CA9U>.<>-t~otl ...,14-1~"'9~ """41~311 

1l4.:!i.RAOIOIIII!: st.. SuU~ 808 $arJ, ~ CA 0410~$8 Tcl&1,..,62-99C:XJ Pu.41~~ 
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Angeles Cbe.ical Co., Inc. 
January 21, 1994 
Page two 

The valuation conclusion and the app~aisal report are being 
prepa~ed by Bramstedt & Associates as a subcontractor to Sansome 
Street Appr.aisers, Inc. 

Sincerely, 

BRANSTBDT & ASSOCIATE~ 

.c.-:. nr. L....;t;;d 
INC, 

Eric M. Bramstedt, CFA 

EMB:ew 

cc: Tim Ml!lhoney 
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January 28, 1994 

PERSONAL AND CONFIDEN'llAL 

Mr. Tim Mahoney 
Angeles Chemical Co. 
P.O. Box 2163 
Santa Fe Springs, California 90670 

Dear Tim: 

Eoolosed are three copie~~ of the Anchem ESOP valuation lltudy for April 30, 1993 and our 
illvoice for $2,950. This reprr.sents a 6911 (or 3% annual) cost of living adjustment from the 
update fee of $2,750 charged the put two ylllllll. It wiD also be the applicable basi<: fee fot 

......-- the fisc:al 1994 updam. In all recent valuations:, the environmental due diligence iJ an c:.xtr.a 
element. 

1 am pleased to know that you and Ancltem survived the ea.n!Jqoakt::. in good shape. 

Sinoe.rely yours, 

Eric M. Bramsfl.'ldt 

EMB:ew 
en<:losures 
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BKAMSTEDT 
an<! Associ~t~s lnwrporate<l 

f'lnam:l.fll CoosU/ling 

Business Valuation$ 

Financ.ial Analysis 

CONFIDENTIAL 

Employee Stock Ownership Plan 
Administrative Committee 

Angeles Chemical Co. 
P.O. Box 2163 
Santa Fe Springs, California 90670 

Attn: Mr. John Locke 

Gentlemen: 

January 25, 1994 

You have requested we establish the fair market value of the common stock of Angeles Chemical 
Co. for Employee Stock Ownership Trust (ESOT) purposes as of April 30, 1993. 

Our evaluation places a fair market value of $1,650,000 on the common stock of Angeles 
Chemical Co. as of April 30, 1993. Based on 54,065 A and B common shares outstanding, the 
value per share is $30.50. This evaluation is derived from modified adjusted book value and 
working capital approach and is discounted for restricted marketability. The valuation conclusion 
was transmitted to John Locke on January 21, 1994. 

The valuation repon was prepared by Brarnstedt & Associates, Inc. as a subcontractor to San some 
Street Appraisers, Inc. 

Earnings prospectS can change, as can the general economic climate. Federal regulations require 
that the Company's common stock be reevaluated at least annually for ESOT purposes. 

EMB:ew 
enclosure 

Very truly yours, 

BRAMSTEDT & ASSOCIATES, INC. 

[;.._...;_- -?n. r1k-d 
Eric M. Bramstedt, CFA 
President 

2402 V- Del .,ar Lane Tiburon, CA 949:W.I208 Tel415-4<15-94.:18 I'll>< 415-435-9438 

J 14 5ansome St., Suitt=: 606 San Fmnd:5CO, CA. 94104-3818 Thl41~2-9900 hx 4l~l-849l 
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I. INTRODUCTION 

Angeles Chemical Co. (" Anchem" or the "Company") has requested Bramstedt & Associates, 
Inc. render its opinion as to the fair market value of the Company's common stock in connection 
with transactions involving the Company's Employee Stock Ownership Trust (ESOT). This valua­
tion is based on financial data provided us for the five fiscal years ended ,<\pril 30, 1993 and is 
derived from a modified adjusted book value and working capital methodology. 

In that regard, Bramstedt & Associates places a fair market value of $1,650,000 or $30.50 per 
share on the common stock of Anchem as of April 30, 1993 based on 54,065 A and B shares 
outstanding. 

Anchem is a closely held corporation with. no present market for its common stock. It is a 
regional Southern California liquid chemical distributor whose products are used in industrial, 
commercial and retail/consumer applications. Sales in the four fiscal years 1990-1993 stabilized 
at $8 million after falling over 50% from a peak o£$16. 8 million ten years earlier. The Company 
recorded a small profit in fiscal 1993 following a break-even year in fiscal 1992 and losses in 
the three prior years. Soil and underground water contamination conditions at Anchem's plant 
are continuously being monitored and tested, which requires significant on-going testing, legal 
and other costs. However, as of April 30, 1993 no major environmental liability or remedial 
responsibility had been revealed. 

Like all chemic::al processors, Anchem and its customers are facing substantial environmental 
regulations in the Los Angeles Basin. These have seriously affected Anchem' s industrial business 
and combined with. the depressed Southern California economy cloud the Company's near-term 
prospects at April 30, 1993. 

Anchem has a debt-free balance sheet whose assets primarily comprise receivables and inventory, 
with some cash equivalents. Given this operating and financial circumstance, the ESOP valuation 
for several years has been prepared on an asset rather than income basis. 

Sco,pe of the Valuation Studx 

The purpose of this valuation study is to determine the !it.ir market value of a minority interest 
in the common stock of Anchem as of April 30, 1993 for transactions involving the Company's 
Employee Stock Ownership Trust. 

In performing this valuation study, a variety of data and assumptions was used. The financial 
information on past performance was gathe.n:d from the financial statements of Anchem as 
prepared by its accounting firm for the past five fiscal years. We have included in Appendix 
I a copy of Anchem's most recent financial statement, for the fiscal year ended April 30, 1993. 

Projections of expected future financial performance through fiscal 1994 were provided by 
management. The appraiser has visited the Company's facilities in Santa Fe Springs, California. 
Interviews were held with members of management and with cenain outside sources with regard 
to the chemical distribution industry generally and specifically about several important 
environmental/regulatoryissues facing the Company. 

-1-

BR000162 



In ascertaining the value of the Company, published data on publicly traded companies were 
utilized in an effort to fmd comparable companies. There were no companies which were found 
to be directly comparable. 

Prior ESOP Valuations and Reports 

Anchem's ESOP was established during fiscal year 1984 as a conversion from a profit sharing 
plan. ESOP valuations for Anchem since fiscall987 have been prepared by Menke & Associates, 
Inc. and Bramstedt & Associates, Inc. Bramstedt & Associates' update valuation report for 
April 30, 1992 is dated December 1992. All these reports are herein incorporated by reference 
and contain a description of the chemical distribution industry; Anchem's history, operating 
description and management; and the valuation methodologies employed. 

The table below illustrates the aggregate ESOP (minority interest) values relative to certain 
financial criteria for fiscal years 1989-93: 

~SOP ~l~i2D ~wmmiC~ f1 ·199 

!imeu 
Aggregate Per Cross Wt~rkirtg 

I!JJ.U I!SOP Value ~ m!.ll cap1rat 

4130{93 $1.6$0,000 S30,50 20.4% 52.1X 92X o.oax 1.06){ 
4/J0/92 1,621,000 30.00 20.1 S1.3 92 0.83 1.10 
4/30!91 1,6Sl,loo 30.60 20.8 61.2 94 0.83 1.10 
4130/90 1,527,885 28.25 18.8 54.7 85 0.79 1.14 
4/30/89 1,635.995 30.25 18.2 53.9 81 0,79 1.08 

Limitations of this Valuation 

In preparing the valuation, Bramstedt & Associates relied upon and assumed the accuracy and 
completeness of all financial, statistical and other information provided by Anchem. Bramstedt 
& Associates also considered information based upon other publicly available sources which it 
believes to be reliable, however Bramstedt & Associates and the appraiser do not guarantee the 
accuracy and completeness of such information and did not independent! y verify the financial 
statements and other information. The appraiser is not aware of material omissions or understate­
ments which would affect values contained in this report. The fair market value arrived at herein 
represents the appraiser's considered opinion based upon the facts and information presented to 
him. No legal opinion is expressed by this report and its accompanying documents. 

This valuation report does not address matters requiring special expertise or knowledge not 
generally held by business appraisers. As such, this report does not specifically address such 
issues as toxic contamination, hazardous waste, engineering and structural soundness, litigation 
and legal concerns, etc. The appraiser is not professionally qualified to ascertain or quantify the 
existence and magnitude of future remedial clean-up and other costs and their economic impact 
on Anchem's business from the environmental conditioos discussed in the "Company" section 
of this report. The historic operating and administrative costs related to these problems are 
reflected in the Company's financial reports and thereby in the valuation process. 
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This appraisal is intended for the purpose(s) stated herein. Any other application by the Company, 
its shareholders and others may not be appropriate. 

Neither the appraiser nor Bramstedt & Associates, Inc. has any present financial interest in 
Anchem, and the fee for this valuation is not contingent upon the value(s) determined. The 
qualifications of Bramstedt & Associates to undertake this valuation are summarized in Appen­
dix II. 
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II. \TALUATION EROCESS 

The stock in this valuation bas been evaluated based upon: (1) the pertinent principles, regulations 
and guidelines of the Internal Revenue Service and the Department of Labor; (2) analysis of the 
Company's financial statements; (3) thorough discussions with management; and (4) analysis of 
relevant industry conditions and other factors. 

Definitions 

The following tenns will recur throughout the valuation and should be understood by the following 
definitions, exoopt as otherw.ise noted: 

Fair Marker Value-The Internal Revenue Service has defined "fair market value" in 
Revenue Ruling 59·60, issued in March 1959, as: 

" ... the price Ill which the property would change hands between a willing buyer ond • 
willing seller wben the former is not undor any compulsion 10 buy aud the Iotter is not 
1mdor any compulsion Ia sell, both plltties having reasonable knowledge of relevant facts. 
Court decisions freqDCDily stato, in addition. that the hypolhelical buyer arul seller are 
assumed 10 be able, .. well M willing, 10 tnu:lo and be well informed about tho property 
and concerning the lllllflcot for such propmy.' · 

This definition is widely accepted and used in courts of law and in tax literature and is 
the most widely used approach in valuing closely held securities. It is the basic definition 
upon which we have relied in determining the falr market value of the Company's stock. 
Revenue Ruling 59-60 was issued for estate valuation purposes, but is not limited to that 
use. It serves as a guide in virtually all valuation situations requiring the determination 
of fair market value. 

Prerax an4 Pre,-CQ/W'jbutlon EamlntU-Pretax earnings refer to earnings or income before 
federal, Slate and local income taxes. Pre-contribution earnings refer to pretax earnings 
before discretionary employee benefit plan contributions. 

llS,Q£--Employee Stock Ownership Plan and ESQJ;-Employee Stock Ownership Trust 
refer essentially to the same entity and for purposes of this valuation can be considered 
interchangeable. 

IRS & DOL Guidelines 

In general, a company whose securities are traded in volume by informed persons in a free and 
active market has its fair market value determined continuously. The prices at which the securities 
of such a company trade are a reflection of the collective opinion of the investing public as to 
what the future prospects of the company are at that point of time. However, when a stock is 
traded. infrequently, or is traded in an erratic market, or is closely held, such as in the case of 
Anchem, some other measure of value must be found. 
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The Internal Revenue Code of 1954, Section 2031(b), specifies that the value of stocks and 
securities of eorporations not listed on an exchange or freely traded • ... shall be determined by 
taking into consideration, in addition to all other factors, the value of stock or securities of 
corporations engaged in the same or a similar line of business which are listed on an exchange." 

Revenue Ruling 59-60, issued in March 1959 for estate valuation purposes and extended to include 
the detennination of fair market value of closely held businesses for income and other tax; purposes 
by Revenue Ruling 65-193, further develops a set of eight criteria which, while not all-inclusive, 
are fundamental to the appraisal of the fair market value of closely held companies. 

The Department of Labor has issued proposed regulations on 'Adequate Consideration • which 
address valuation issues affecting Employee Stock Ownership Plans. These proposed regulations 
endorse Revenue Ruling 59-60 and set forth other factors to be considered in valuing securities 
for ESOT purposes. 

Consequently, this report has considered the following factors: 

History of the Company and Nature of Its Business 

Economic Outlook in General and Condition and Outlook of the Industry in Particular 

Book Value of the Stock and Financial Condition of the Business 

Earnings Capacity of the Company 

Dividend Paying Capacity 

Whether or Not the Enterprise Has Goodwill or Other Intangible Assets 

Sales of Stock and Size of the Block of Stock to be Valued 

The Market Price of Stocks of Corporations Engaged in the Same or a Similar Line of 
Business Having Their Stocks Actively Traded in a Free and Open Market or Over the 
Counter 

The Effect of BSQF Contributions on Fajr Market Value 

Anchem's ESOP was eslablisbed in fiscal 1984. The Company made cash contributions of 
$15,663 in fiscal 1992 and $16,200 in fiscal 1993. The ESOP owns 26% of the Company's 
equity. 

The implemenlation of an Employee Stock Ownership Plan may have a material effect on the 
profilability and cash flows of a business ente1prise. The effect on profitability and cash flows 
can, as a consequence, directly impact the fair market value of the business enterprise. The 
degree of effect depends on how the ESOP is funding the annual contribution itself (cash or stock). 
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An additional consideration in determining fair market value for an ESOP company is how the 
Company is providing for the emerging liability created when vested terminated plan participants 
tender Company stock for redemption. 

For detailed discussions of the effect of cash and/or stock contributions on earnings, cash flows 
and book values and of the impact of emerging liability treatment on ESOP stock marketability, 
see Section ll of the November 1987 valuation study prepared by Menke & Associates. 

Comparability in Accounting MethQlls 

The accounting profession allows a number of alternative accounting treatments in areas such 
as inventory and depreciation accounting. Depending upon the particular accounting method 
utilized, reported earnings may differ materially within a given year. These accounting 
treatments, which are permitted under Generally Accepted Accounting Principles (GAAP), are 
usually one-time decisions, Once a company has opted for a particula!' accounting treatment it 
cannot change between various accounting alternatives year after year without good cause. 
Because of these rules, accounting statements for a particular company are generally comparable 
from year to yw. This comparability, however, may not exist from company to company even 
if they are in the same industry. This is especially true if one is comparing a "public" company 
with a "closely held" company .. 

A further discussion of the differences and economic ramifications of public and private Company 
accounting proced•Jres is also found in Section II of the November 1987 valuation study. 

Discounts to Fair Market Value 

The marketability of the company's stock, the control position of majority shareholders, and the 
relationship of these factors to the block of stock being valued can also affect the concluded value. 

Closely held stock, which lacks marketability, is far less attractive than a similar stock with ready 
access to the public marketplace. In valuing a block of stock, Revenue Rulings and court 
decisions provide a basis for concluding that a discount is valid for an absence of marketability 
if the value base does not already reflect the lack of marketability. 

Further, a minority stock interest in a closed corporation is usually worth much less than a 
proportionate share of the entity value of all the corporate stock. Discounts can range from I 0% 
to 30% or more. When minority interest and lack of marketability discounts are both applied, 
they are sequential. 
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nr. COMPANY 

Angeles Chemical is a resale/distributor of liquid industrial and consumer product chemicals used in coating and other processes. In fiscal 1993, sales of solvents were $2.8 million, packaging­$1.2 million and Bortz-$4.0 million. 

As illustrared in the above graph, there has been a relative and absolute decline in lower gross mMgin commercial solvent sales since fiscal 199()-91, which contributed to a Company gross mMgin gain to 30% in fiscall993 from 23-25% for several prior years. Specifica.Uy, since fiscal 1991 solvent sales have fallen from $3.9 million to $2.8 million while packaging and Bortz sales have gained $1.2 million to nearly $5.3 million. Bortz is a packager of paint thinner and finishes for the consumer/retail market and its gross margins of 36% are over fifty percent better than 
those for solvents: Anchem's consumer/industrial sales mix is now 60/40, up from 50150 in recent periods. 

Since the peak in 1982 at $16.8 million, Company dollar sales have dropped over 50% to the 
$8 million level for the past four fJSCal yeiU"s. Physical volume has declined even more because 
of periodic price increases. The decade-long sales drop reflects the loss of major accounts as several commercial customers moved out of Southern California or changed their supplier source away from Southern California •. The ever-increasing environmental regulations in Greater Los Angeles have created an expensive and difficult operating circumstance for chemical processors and distributors and their customers. The current recession in the region is also a fact.or. Management continues to emphasize less environmentally sensitive consumer products. 

ln 1993, Anchem had about 150 active industrial customers and 350 in the packaging division, both down about 10% from a yeiU" eiU"Jier and reflecting the continuation of a long-term trend. Most are located in Southern California. Ellis Paint Company, owned by Roben Berg, an Anchem founder and shareholder, is an important customer. 
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Anchem's basic raw materials are these organic chemical~propylene, glycol, toluene, ethylene 
glycol, acetone, mineral spirits, 1-1-1 trichloroethane, and alcohols. These are forms of petroleum 
distillates which are purchased from Shell, Union Carbide, Exxon, Celanese and Vulkan Materials. 
The Company has on-site 32 underground storage tanks of 5,000 to 20,000 gallons capacity each 
and four above-ground tanks (old railroad tank cars): one of 10,000 gallons capacity and three 
of 6,000 gallons each. 

Anchem operates out of administrative offices and packaging and storage facilities on a 1. 8 acre 
site in Santa Fe Springs, California. The structures and improvements are Company-owned, while 
the underlying real estate is owned by a partnership comprised of the three founding stockholders-­
John Locke, Robert Berg and Arnold Rosenthal. Mr. Rosenthal is no longer active in· the 
Company. The long-contemplated sale of the underlying real estate to the Company by the 
partnership may occur during fiscal1994. Anchem rents downtown Los Angeles warehouse space 
from Robert Berg. This lease was terminated subsequent to April 30, 1993. 

As of the summer of 1993, Anchem had 22 full-time employees versus 26 a year earlier. The 
Company continues to increase temporary or part-time help, reflecting the higher packaging sales 
and reduce full-time employees. 

Samson Chemical Co. loin! Venture 

On March 31, 1991, Anchem entered into a five and a half year agreement with Saramco, Inc., 
dba Samson Chemical Co., to operate on a joint venture basis for five years beginning October 1, 
1991. If the joint venture is still effective on September 30, 1996, Samson will cease operations 
and transfer to Anchem its distributor telationships and its business and customer accounts. In 
the interim, both companies mainlai.n separate operations (at Santa Fe Springs) and customers. 

Prior to the joint venture arrangement, Samson was a Torrance, California-based industrial 
chemical distributor operating unprofitably on annual sales of $3.5 million or about 45% of 
Anchem's size. Through this affiliation, Anchem was able to broaden its product line to include 
epoxy products. On a combined basis, Anchem/Samson sales in fiscal years 1993 and 1992 were 
just over $12 million, indicating Samson's sales are now running about $4 million annually. 

Samson's income (as defined by the agreement) is shared equally by the partners. In fiscall993, 
Anchem's income share was booked.at $139,000 versus $128,000 in fiscal 1992. 

For further details on this joint venture, see the November 1991 valuation report. 

Samson was Anchem's second business combination in five years. More recently, Anchem 
established a distribution agreement with East Bay Oil, a Northern California chemical distributor, 
and opened a Phoenix warehouse to further broaden its customer, business and geographic base 
and replace sales being lost in the Los Angeles Basin. 
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Management and OwnersbiD 

The Company senior management as of April 1993 consisted of: 

QffiCttr lil!.£ Joined !i!ih !II! 
John Lock.o President, CEO 1971 66 
Robert Berg Secretary/Treasurer 1971 61 
Robert Custer President ~ Samllfl. Chernic.al 1990 60 
JMII!!!& locke OperatIons. Manao-r 1985 ~ 
n .. """horteY controlltrPr 1990 l6 

Robert Custer is a chemical engineer with experience in chemical distribution and as such provides 
important management and sales support for John Locke, Mr. Custer is concentrating on the 
industrial market and Mr. Locke on retail and proprietary products. 

The Board of Directors consists of John Locke, Robert Berg, and Arnold Rosenthal, all founders. 
Mr. Berg's primary employment is President of Ellis Paint Co. 

As of April 30, 1993 there were 40,000 Class A and 14,065 Class B common shares outstanding 
(excluding treasury stock) as follows: 

~ N~r of S~arts 

John locke 20,000 A share$ 37:1 
lltobert Rtrs 20,000 A 6h:u"Q 37 
ESOP ~ B sharK ..it 

Total 54,065 Ala shares 100% 

Class A common stock is voting and Class B is nonvoting. Otherwise, the two classes are equal. 
A valuation discount for the nonvoting Class B stock has not been taken by the prior appraisers 
or by Bramstedt & Associates since the stock is in an ESOP where voting rights are not passed 
through in any event exeept for major corporate issues. 

~vironmental Issues Up<!at~ 

The four previous valuation studies for the fiscal years ended September 1989 through 1992 
discuss in detail the regional agencies which regulate Anchem's operating and environmental 
activities. According to management and SCS Engineers, its environmental consultant, as of 
April 30, 1993 the Company had no environmental agency violations or citations. 

However, during fiscall993 and continuing into fiscal 1994, Anchem and SCS are working with 
the California EPA, oo its on-site program to investigate for possible groundwater contamination 
relating to an adjacent California Super Fund site (McKesson property). In this connection, 
Anchem incurred state fees and incremental services from SCS. 

The prior reports also discuss testing and related work for soil and groundwater contamination 
continually undertaken by the Company and SCS since 1989 which so far has not uncovered any 
major problems or remedial work. Beginning in 1998, Anchem may be required to start replacing 
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its underground larlks on a progressive basis. The Company and counsel are actively pursuing 
a suit against a contractor who in 1983 allegedly improperly installed some drain pipes, causing 
groundwater problems vis·a-vis the Super Fund site. 

By its business nature, Anchem continues to incur legal, testing, remedial and consullarlt costs 
(above those experienced during the 1980s). The appraiser does not believe the Company has 
been able to pass these costs, which have become material, through to its customers, thereby 
impacting profit margins. 

Ongoing environmental encumbrances on Anchem's business and profits have been refl~ted in 
the valuation conclusions since fiscal 1989. 

The F&gnomy 

As of mid-1993, the U.S. economy was experiencing the slowest post-war business expansion 
from the most serious post-war economic recession (1990-91). In the second quarter of 1993, 
the GDP rose at a sluggish 1.6% following an even more tepid first quarter rise of0.7%. For 
the full year 1993 economists were projecting a GDP gain of 2.5% to 3 .0%, well below the cady 
phase recovery rates of previous post-war recessions. Consumer spending increased modest! y, 
but consumers were apprehensive about the outlook for the balance of 1993 because of the just­
passed 1993 Clinton tax bill and a high U.S. unemployment rate of around 7%. New better-paid 
manufacturing job creation has been nominal so far in this recovery, 

A bright spot is the strong surge in the sales of domestic-built automobiles and trucks, with the 
Big Three gaining market share from Japanese (imports). Inflation, as measured by the CPI, 
was running at a low 3% in 1993 or the same as in 1992. As of mid-1993, the benchmark 30-
year U.S. Treasury bond was selling to yield under 6. 5 % , the lowest in 20 years, and other 
interest rates such as the bank prime at 6% were at multi-decade bottoms. With low mortgage 
rates, single family housing starts were improving. The 1993 projection was for l. 35 million 
starts, up from 1.03 million in 1992. 

As contrasted with the U.S., as of Spring 1993 there are no signs that California was recovering 
from its most serious recession since the Great Depression. Severe cutbacks in defense and 
aerospace spending, military base closures, out-of-state relocation of manufacturers and softness 
in the financial services, real estate and trade sectors caused the state's unemployment rate to 
run between 8.6% and 9.8% for nearly two years and well above the national rates. Southern 
California was faring worse than Northern California. Well regarded economic forecasters, such 
as the UCLA Business School, were not looking for a state economic recovery until at least 1994. 
By contrast, economic activity in some of the (much smaller) western states such as Nevada, 
Arizona and Idaho was strong. 

Management did not provide the appraiser with an analysis which could determine whether the 
economy or the environmental problems have impacted the Company more and whether Anchem 
may be holding, losing or gaining market share. 
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Financial Analysis and Review 

Anchem has provided Bramstedt & Associates with financial statements for the fiscal years 1989-
1993. These financial statements have been thoroughly examined and discussed with management. 
A copy of the Company's financial statement for the fiscal year ended April 30, 1993, prepared 
as a compilation (without footnotes) by Archer, Bulmahn, Jenkins & Bowler, CPAs, is attached 
as Appendix I. 

The results of our review and analysis of Anchem's financials are contained in the exhibits 
outlined below; 

Exhibit A 
Exhibit B 
Exhibit c 

Comparative Income Statement, FY 1989-1993 
Comparative Balance Sheets, FY1989-1993 
Selected Financial Ratios, FY1991-1993 

These exhibits are presented at the end of this section of the report. The following comments 
and observations are based upon Bramstedt & Associates' review and analysis of the Company's 
financial statements. Saramco's operations are not consolidated but are incorporated in a one-line 
(miscellaneous) income entry, •income split- Samson." 

Exhibit A contains Anchem's comparative operating statement in terms of dollars and dollars 
as a percent of sales for the period fiscal 1989-1993. 

Sales of $8.1 million in fiscal 1993 are virtually unchanged from the prior three years. Because 
of the altered sales mix, discussed previously, COGS dropped 6.8% to $5.7 million (70.2% of 
sales) in fiscal 1993 and gross profit jumped 24% or $466,000 to $2.4 million (29.8%), the 
highest in the past five years, from $1.9 million (24.2%) in fiscal 1992. 
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Operating expenses, however, rose 20.3% or $428,000 10 $2.5 million (31.3%) in fiscal 1993 
from $2.1 million (26.2%) in fiscal 1992 and the highest in five years. The contributors were 
in three general categories: 

• Business mix change to greater packaging/consumer is reflected in 
higher outside labor, (Bortz) commissions and printing. 

• Environmental compliance caused tank testing, lab expense and 
repair costs to increase sharply. Further increases are expected in 
fiscal 1994. 

• Expansion into Arizona and Northern California shows up in higher 
freight absorption, rent and commissions. 

Anchem's operating loss in fiscall993 declined to $123,000 from $161,000 in fiscal 1992. The 
Company has not had an operating profit for at least six years; however, operating losses prior 
to fiscal 1991 (Saramco) are not directly comparable. 

Other income(primarily Saramco) was $182,000(2.2 %) in fiscal!993, up from $177,000 (2.2 %) 
in fiscal 1992 and significantly higher than in years prior to fiscal 1992 because of Saramco. 

Pretax and net income respectively were $53,000 (0.7%) and $49,000 (0.6%) in fiscal 1993 
compared to break-even in fiscal 1992 and losses in fiscal years 1989 to 1991. (Presumably, 
Anchem has a tax loss carryforward, but this was not specifically disclosed.) 

Exhibit B contains Anchem' s comparative balance sheet in terms of dollars and dollars as a 
percent of assets for the period fiscall989-J993. Fiscal years 1992 and 1993 reflect the Samson 
joint ventore. 

TOt.lt.l ~fti 

AOQeles Chemical Co 
Bpl(anee Sheet Profile 

April 30. 1993 

Fi~ 
OttEr-?'.e%, 
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At April30, 1993, total assets were $3.17 million, unchanged from a year earliet. Similarly, 
there were no material changes in cunent assets-$2. 9 million (92. 2% of assets) and its principal 
components: cash-$317,000 (10.0%), accounts receivable-$1.5 million (47.3%) and inventories 
-$920,000 (29.0%). Fixed assets fcl112.2% to $223,000 (7.0%). 

Current liabilities were also static year-to-year at $1.36 million (42.9%). The major element 
here is accounts payable of $1.1 million (35.1 %). Anchem has no long-tetm debt and has an 
unused bank credit line of $300,000. 

Shareholders' equity rose 2.8% to $1.8 million (57.1 %). 

Exhibit C presents selected financial and operating ratios for fiscal years 199()...1993. It shows 
a modest improvement in the already strong cunent and quick ratios of 2.15X and 1. 33X 
respectively at April 30, !993. 

Working capital, which is composed primarily of accounts receivable and cash and equivalents, 
increased slightly to $1.56 million. The sales to working capital ratio fell to 5.2 times from 5.5 
times at Apri!JO, 1992. If combined Samson/Anchem sales of $12.3 million are used, the fiscal 

· 1993 sales/working capital ratio is a still comfortable 7. 9X. 

Some of this liquidity may be excess to the Company's ongoing operating business requirements 
short of unexpected substantial environmental remedial costs. There are no significant potential 
capital expenditures. Inventory turns dropped to 6.2 times during fiscal 1993 from 7.0 times 
in fiscal 1992. 
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Appendix I contains a statement of cash flows for fiscal1993 which is summarized and compared 
to fiscal 1992 as follows; 

Net C::inlh fra~~ (used): 
~ratinu ectivtttes 
lnvestfna actfvftles 
Financing activities 

Net change in cash 

!1m £1m 
(000) 

S(ZOl) 
34 

illl 
S(ffl!) 

S(1ZZ) 
131 
...ll 

• 24 

Overall, there was a $24,000 increase in cash during fiscal 1993. Included in the Statement in 
operating activities is a deduction of $139,300 of income - equity in affiliate, which is nearly 
offset by $152,000 in affiliate distributions (under investing activities). Depreciation in fiscal 
1993 was $44,000, down substantially from earlier years. 
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AIUiELES CHI!MICAI. CO. 

E11hibh t 

~y~ 4130: lt?~ 1992 191,!1 1!99 ,. 
Htt l!i•le~ .. ,., 100.~ 00051 1QQ.~ ·- 1oo.ox $1$139 100.02: 

_, 
10(1.(« t;oe.t of tlnte-s 1691 7U 6105 7U ~ ... 1'-0 ., .. 76.2 ... , 77.1 Grm~• Pr~th ~412 2?.8 t9.1,6 24.2 ""' 25.0 ,.,, ~u "'~' 2~.9 

ap.,r•tlnu bpemctt Z'll35 11.3 2107 26,~ '"' 26,4 Z117 u .• ,,., 24.5 
Opttr;~~tfng lnt<i~Dt (LO!IIil) {12J> <1.S) {161) (2,0) C112) (1,4) li!48l {:1.0) (145) C1.6) 
Ot~•r II'ICOIMI 1$2 '·' m '·' .. '·' •• ·' "' 1.2 Othllr liiiPtl'l .. (lnll!trttStJ • c.o '" ( ,1) (12) ( .3) (47) ( .. 6, (112J (1.~) 
Pn:t•x I"'IIOIM: (lot•) " ·' ' .1 (Jill) ( .5) (z.$'iP) (2,9) (152) (1.7) Pr1111vltlon fBI' t•"" ' <l) (1) 

" •• ll•t lriCOCI!t (lMi!i) '..i.l! •• •....I •.J.l.li> (,$) •~m> (2,9) "LJJJ!> C1.:n 
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As of 4/30; 1093 

l;urr.,t An"t"': 
Cat:h *l'ld I fqUid lrWstrm1:S. S:317 JD,Dl!: 
IICCCIYI"'tl rK•Iv.bl@' ,. .. 41.3 
lrw&~tari'" '" 29.0 
Prt'pllld expenses/otl111~r ,w, ••• Tot•\ 92.2 

Flllrd bsets •t C,01;t 11"7 
A«ta.il6hd D.ptKiet I on 'lffi' Net H~~:ed As11et11 7.0 

Mhe~ A$set!l " •• 
fat"'l ,,,_.~11 'WZ 100.0 

i:t.~rrm~ Ll•bllltln.: 
Ac~tli ,_yabl• $1112 35.1 
D~lt&. .. 1.9 
lklou~ plllfiiiiiH~ " '·' Acc~~~M~ '" !.! 

Tot•l jill 42.9 

l~·feM l.lll!bilitin 

Sl'lareholder fqul ty ,. .. 57.1 

TOtll Llt~bllltiK i EQUity •ll.IZ 100.0 

NIII£LES CHEMICAL CO. 

bhtbft 11 

C.D!III!r•ti~• shut 

(000) 

'"? tm . ,., '·"' $47S 17",!1111: 
153t, 48.5 "" 39.4 

"' 27'.7' "" 27.3 

~ ••• ~ 6.1 
90.9 90.4 

1147' 1 ... 
(~) ••• 

(141Q) 

"' '·' 
" 1.0 " •• 

'Uti.~ 100.0 •U!U 100.0 

t1220 311.6 s 749 ii'. 7 
60 1.9 56 '·, 70 '·' " '·' _21 1.6 ~ 1.6 

1401 44.] lli.7 

' ·' 
1760 55.7 "" t.s.o 

~ 100.0 SmJ. 100.0 

UJ?O , ... 
"" 1:t.a s. 371 12.ZiC 

UZ1 U.7 1139 l?.S 

'" ~~.1 "' 23.7 

lffi '·' ~ '·' "·' 81.! 

"" 1"" 
,~, 

16.6 'lffi' 11.2 

'lm 100.0 ~ 100.0 

'"' "'·" . "" 2!.ZX 

" 2.9 ,. ••• " ••• 103 '·' ~ 1.7 ~ 1.5 
3:5.<! :n., 

" •• " 1,! 

"" .... ""' "·' 
'lm 100,0 'WI! 100.0 
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ANGElES CHEMICAl CO. 

liquidity Rat los 

Current 
(Current Assets divided by Curr~t liabil1ties) 

Quick 

EJChlbtt C 

(Cash & ~ecQunt~ Receivable divided by currant ~iabititiesl 

Working capital CSOOO) 

Sales/Receivables 
C$a~e' divided by Aeoounts R•~eivabte) 

Sal&&/Uarking Capita~ 
(Sates divlded by Uorking Capital) 

cost of G~ $old/ln~ntories 
(Cost oj Go~ Sold divided by Inventories) 

Cov~rage Ratios 

EBIT/Int~ren 

(Earni~~ before l"terest & fax div~ded by Interest E~pense) 

cash flow/M~turity LTD 
(N@t Income + Depr~ciatioo f~penses 
divided by Note P•yable) 

Leverage flat i os 

Debt/IJorth 
(Totel LiDbilities dividld by Net worth> 

lonu·Ten. liabilities/Worth 
(Liabtlttt•s over~ ~ar divi~ by Net Worth) 

opsrating Ratios 

TQt~l A~t Tunnov.r 
(Sales divided by Averag~ tot•l As,ets) 

Return on Equfty 
(Met Income divided by Aver•~ Stockhol~r~' Equity) 

Return on ~ssets 
(Net lneo.e dtvtd8d by Av.r~ge Aa~tA) 

N.A. z Not appticabl~ 
.. om. ~ NomiNil 

FY 4/)0: 1993 1992 1991 

2.15 z.os 2.60 

1.33 1.3o 1.64 

156] 1474 150) 

5.42 5.25 7.47 

5.2 s.s 5.3 

6.2 7.0 8.1 

9.8 2.0 2.0 

1.14 1 .17 1.32 

0.75 0.80 0.54 

....... •••• . ..... 

2..56 2.75 2.89 

"""'· 
1 .61' ..... 
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IV. YAWATION 

In arriving at a minority interest fair market value determination for Anchem, Bramstedt & 
Associates has considered the relevant factors set forth in Revenue Ruling 59-60 with tegard to 
the valuation of closely held companies and in the Department of Labor's (DOL) proposed 
regulations on • Adequate Consideration" as they relate to the valuation of securities for Employee 
Stock Ownership Plan purposes. The following comments represent our findings with regard 
to those specific factors outlined in Revenue Ruling 59-60 and the DOL's proposed regulations 
on "Adequate Consideration" as they pertain to the valuation of Anchem. The following 
references to Revenue Ruling 59-60 implicitly include the DOL's proposed regulations. 

Book Value 

Revenue Ruling 59-60 states that the appraiser should consider book value when valuing a closely 
held company. Anchem's stated book value was $1,809,450 or $33.47 a share as of April 30, 
1993. 

Notmally, book value or adjusted book value is not afforded much weight or consideration in 
the valuation of an operating company such as Anchem. Such type companies are normally valued 
on earnings and/or cash flow capacity. Because of depressed operating results, the appraiser chose 
to use book value as fair market value for ESOP purposes as of April 30, 1987 and has used it 
as a valuation reference since fiscal 1988. 

Dividend History, CiWacit~ and Probabilib: 

Revenue Ruling 59-60 suggests that the appraiser consider dividends and dividend paying capacity 
in valuing closely held securities. 

The Company has not paid any dividends on its common stock and has no intention of changing 
this policy at this time. This policy is quite appropriate for a small, private company which is 
owned by shareholders who neither rely upon nor expect dividend income. 

Notmall y, earnings reinvested in the gmwth of a company can be expected to earn at a greater 
return than dividend income invested in other investment opportunities with similar risks 
and prospects. Consequently, shareholders will ultimately benefit from the current policy to 
reinvest earnings in the Company's growth rather than to pay cash dividends. 

Comparable Companies-['ub!icly Traded 

Revenue Ruling 59-60 suggests that the apprn.iser consider the market price of stocks of 
corporations engaged in the same or a similar line of business having their stock actively traded 
in a free and open market or over the counter. Bramstedt & Associates has made an exhaustive 
search for comparable public companies which can be deemed to be similar to Anchem. No single 
company proved to be a worthy publicly traded comparable. Public companies are generally much 
larger and more diverse both geographically and in business operations. 

-15-
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ln previous valuation studies, the appraiser has broadly referenced the capitalization ratios of 
Univar (NYSE), the largest U.S. chemical distributor. Because of the continuing reliance on 
a modified book value/working capital methodology for Anchem, the appraiser now feels that 
this peripheral reference is no longer valid or useful. 

Cash Flow and Earnjngs Capacity 

Pre-1987 ESOP valuations by Charles Stark, PC, appear to rely on conclusions derived from 
capitalizing five-year average of net income, aftertaJ( cash flow and pretax available cash flow, 
among other methods. Aftertax cash flow is net income plus depreciation. Available cash flow 
is pretax income plus profit share/ESOP contribution plus depreciation. Depreciation in fiscal 
1991, 1992 and 1993 was $151,000, $74,000 and $44,000 respectively. Anchem's earnings and 
cash flow as just defined for fiscal 1991 to 1993 are shown below: 

Period 

F199l 
F1992 
F1991 

Net Income 

$49,000 
s.ooo 

(36,000) 

Note; Fi1ure~ have been rounded. 

caah Flqw 
Available After Taa 

$113,000 
98,000 

131,120 

• 93.000 
79,000 

115,000 

Because of the erosion of the Company's earning and cash generating power, the application of 
the Stark (income) methodology is not now being used. 

valuation 

Due to insufficient demonstrable earning power and thin cash flow prospects, Bramstedt & 
Associates and the appraiser once again must look to the balance sheet (asset approach) for 
valuation purposes as in fiscal 1992 when we employed an adjusted or modified book value 
approach. 

Generally, capitalization of income and cash flow streams is the appropriate methodology for 
determining the equity fair market value of an operating company such as Anchem. The decision 
to utilize adjusted book value and working capitil is based on the factors discussed in these and 
prior reports and the appraiser's experience and knowledge in deriving equity values of closely 
held companies. Should the Company "book" the underlying real estate with the related debt 
in fiscal 1994 as now planned, the valuation method will be reexamined. 

At April 30, 1993, Anchem's stated book value was $1,809,450 and working capital was 
$1,562,751. Since Anchem has no long-term debt, this working capital basically accrues to the 
equity holders. (Cash and cash equivalents and receivables alone total $1.82 million.) Following 
the valuation methodology used in recent valuation studies and using a 10% asset liquidation dis· 
count and a 10% discount for restricted marketability produces an indicated fair market value 
of $1,465,655. The liquidation discount has progressively been increased to 10% over the last 
three years as the cash component of working capital has dropped. 
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Stated Book Vatue 

L~~ liquidation Diaeount (10X) 

Slllt:ohl 

Leas Ma~ketability D1seount C10X) 

lndicattld Fair ""-'k•t "alu• (AJ 

Wo ........ (:apitoiiBJ 

Simple Avorago CA,Bl 

$1,609,450 

180.94:? 

1.628/iOS 

162,850 

$1,485,856 

$1,S6?./)S1 

,$1.~22.090 

Since the product of the adjusted book value methodology effectively accords no value to the 
Company's fixed assets and to business goodwill as a going concern, the appraiser believes this 
methodology understates the fair market value of the equity ownership of Anchem. 

Ia order to incorporate the eeonOJII.i£ worth of fiXed assets and goodwill, Bramstedt & 
Associates bas marked up the average of the adjusted book value approacll ($1.46 million) . 
and working capital ($1.56 mUlion) or $1,500,000 by 10% or $150,000 to produce an 
indicated fair market value (FMV) for ESOP purpi)Ses of the equity ownership of Anchem 
as of April 30, 1993 of $1,650,000 or $30,50 a share (rounded) on 54,065 shares outstanding. 
This working capital premium is comistent with that of the several prior years and the FMV 
is 91% of book value and 20% of sales (see page 2). 

No specific attempt has been made by Bramstedt & Associates to quantify Anchem 's business 
goodwill created by over two decades of operation. 

As of the ESOP plan year which began May 1, 1987, the ESOP Administration Committee 
changed its policy on paying terminating plan participants in a lump sum to paying participants 
terminated for reasons other than retirement at age 65 in five annual cash pay-outs commencing 
on the first anniversary of termination. Terminated plan participants sell 20% of their stock to 
the ESOP in each of five years at the fair market value applicable for each year. Accordingly, 
the above derived value reflects a discount of 10% or the same as applied at April 30, 1992. 
This marketability discount conceptually reflects the time value of money under the deferred pay­
out program now in effect. 

Re!;ent Stock Sale and Valuation 

Revenue Ruling 59-60 suggests that arm's·length sales to knowledgeable unrelated third parties 
in the recent past would be a basis for valuation. 

There have been no such recent transactions. 
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V. CQNCLUSIONS 

Based on our experience and general knowledge in determining the value of closely held 
companies and upon the consideration of all factors previously discussed, Bramstedt & Associates 
is of the opinion that the fair market value of the outstanding common stock of Angeles Chemical 
Co. for ESOT purposes is $1,650,000 or $30.50 per share as of April 30, 1993 on 54,065 Class 
A and B shares outstanding. This valuation is based on an adjusted or modified book value and 
working capital approach. 

Specific positive factors concerning Anehem were its still solid and long ·term debt free balance 
sheet; continued sales, operational and environmental stabilization; a profitable year in fiscall993 
after four loss years; and profit and other benefits from the Saramco affiliation and other recent 
diversification efforts. 

Unli.worable factol'S were a 50% sales drop in the 1980s; no visibility for real earnings generation; 
negative or nominal returns on capital and equity; the hostile operating environment for small 
chemical processors in heavily populated urban areas such as Los Angeles with the attendant 
compliance costs; and the California recession. 

It is important to point out that this evaluation is specifically intended to establish a per-share 
fair market value for shares to be issued or sold to the ESOT. This report does not specifically 
address the evaluation of the Company as an entity. The value of the Company as a whole, with 
the attendant rights to control the direction and growth of the Company, to influence or control 
compensation and dividends, to change the management, to acquire other companies and/or 
business operations, to buy companies or new product lines, or to sell or merge the Company, 
may be greater than the total value implied by this evaluation. 

On the other hand, the value of minority interest shares held outside of an ESOT would probably 
be less than the value determined in this report. An ESOT with a "put" option obligating the 
Trust to repurchase the shares held by participants provides a valid market for such stock. 
Minority interest shares held outside of the ESOT would by necessity be discounted by more than 
10% taken here for their greater inherent lack of marketability. 

This valuation is as of April 30, 1993; and, since it is based upon recent financial statements, 
it should be valid for the near future. However, it is imperntive to recognize that the dynamics 
of the industries served and general economic condition$ can change and invalidate this evaluation. 
Federal regulations require that the Company's common stock be reevaluated at least annually 
for ESOT purposes. 
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ANGELES CHEMICAL COMPANY. INCORPORATED 
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ARCHER, BULMAHN, JENKINS & BOWLER 
CERTI FlED PUBLIC ACCOUNTANTS 

826 SOUTH LAKE AVENUE • PASADENA, CAliFORNIA 91106 

To The Board of Directors 
Angeles Chemical Company, Incorporated 

We have compiled the accompanying balance sheet of Angeles Chemical Company, Incorporated 
as of April 30, 1993 and the related statements of income and cash flows for the year then ended, In 
accordance wkh statements on standards for accounting and revlew services issued by the American 
Institute of Certified Public Accountants. 

A compilation Is lim~ed to presenting in ·the form of financial statements information that is the 
representation of management. We have not audtted or performed a review service on the accompanying 
financial statements, and accordingly, do not express an opinion or any other form of assurance of them. 

Management has elected to omit substantially all of the disclosures required by generally accepted 
accounting principles. If the ommed disclosures were included in the financial statements. they might 
Influence the user's conclusions about the Company's financial pOSitiOn, results of operations, and cash 
flows. Accordingly, these financial statements are not designed for those who are not informed about such 
matters. 

CERTIFIED PUBLIC ACCOUNTANTS 

December 30, 1993 
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ANGELES CHEMICAL COMPANY, INCORPORATED 

BALANCE SHEET 
(UNAUDITED) 

APRIL 30, 1993 

ASSETS 

CURRENT ASSETS 
Cash & cash equivalants 
Accounts receivable $ 
Allowance for doubtful accounts 

Net accounts receivable 
Accounts receivable • Stallion 
Accounts receivable • other non-Qperatlng 
Accounts 111celvable • Samson 
Employee advances 
Inventories 
Prepaid propeny tax 
Prepaid Insurance 
Prepaid other 
Prepaid l!Xclse tax .fuel 

Totlll current assets 

FIXED ASSETS 
Office trailer 
Trucks & autos 
Tanks & plant equipment 
Furnnure & fixtures 
Plant 
Drums 

Total fll(ed assets 

Less: accumUlated depreciation 
Net fll(ed assets 

OTHER ASSI:TS 
Investment In Samson 

Tolill assets 

see accountants' l)()mpllatlon report 

AACHI:JL BUL.MAHN, JENKINS & 80Wl.ftR 
Ct:A TIFtlfjO •t~lilliC .aCCOUNtAN"'f'!l 

983,789 

(5,000) 

$ 316,966 

978.789 

153,895 

3,118 

359.129 
4,644 

920,422 
1,507 

152,873 
21,977 
7,058 

2,920,378 

99,567 
204,966 
740,232 
215,785 

357,370 

" 127,753 

1,745,673 

(1,522,660) 
223,013 

23,686 

$ 3,167,077 
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ANGELES CHEMICAL COMPANY,JNCORPORATI:;DW~.\d~f</i< '·'' ...... ,. ,. 
BALANCE SHEET . . < ~. . . . . 

(UNAUDITED) 
APRIL 30, 1993 

I . 
UABIUTJES AND STOCKHOLDERS' EQUITY 

CURRENT UABILITIES 
Notes payable 
Accounts payable 
Accrued tank testing 
Accrued commissions 
Accrued payroll and sales taxes 
Other accrued llabBittes 
Drum deposits 
State income taxes payable 

Total current ll•blllties 

STOCKHOLDERS' EQUITY 
Common Stock • $.10 Par Value. 
1,000,000 shares autl'lori.ntd, 
54,065 shares issued & outstanding 
Paid In C8pftal 
Retained earnings • beginning 

Net Income 

Retained earnings 

Total stockholders' equity 

Total liabilities and stockholders' equity 

See ac:eountant111' compilation r~~~port 

$ 

ARCHER. BUUIAHN, JENKIN$ & Bow~E~ 
CIE RTIFti!D ~U8LIC ~CCOU .. TANTS 

1,649,076 
49.243 

$ 

$ 

85,046 

1.112,276 
63,904 
11,430 
6,019 

17,536 
59,685 

1.731 
1,357,627 

5,407 

105,724 

1,698,319 

1,809,450 

3,167,077 

)•". 
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ANGELES CHEMICAl COMPANY, INCORPORATED.>'•:· .~•·,. ': •' ''"'··~'~'";{.:\ '· 
STA'ni!MENT OF INCOME 

(UNAUDITED) 
FOR THE YEAR ENDED APRIL 30, 1993 

% Of Sales 

SALES $ 8,103,337 100.00% 
COST OF SALES 5,690,953 70.23% 

Gross profil 2,412,384 29.77% 

OPERATING EXPENSES 
Salaries & wages 464,556 5.73% 
Outside Labor 362,180 4.47% 
Insurance 233,829 2.89% 
Truck expense 162,836 2.01% 
Freight 157,692 1.95% 
Commisions • Bortz 153,771 1.90% 
Rent 143,880 1.78% 
Repairs & maintenance 128.961 1.59% 
Plant expense 97,726 1.21% 
Printing expense 83,666 1.03% 
Tank testing & lab expense 80,401 .99% 
Aulo & Travel 55,345 .68% 
Bad debts 46,255 .57% 
Telephone & utUities 45,912 .57% 
Depreciation 43,768 .54% 
Payroll taxes 42,617 .53% 
Professional services 40,882 .50% 
Taxes & licenses 37,271 .46% 
Business promotion 30,950 .38% 
Office supplies 28,772 .36% 
Computer expense 28,413 .35% 
Advertising 16,420 .20% 
Profit sharing expense 16,200 .20% 
Employee welfare 11,167 ,14% 
Dues & subscriptions 10,424 .13% 
Equipment rental 7,792 .10% 
Seminars and meetings 3,085 .04% 
Donations 150 .00% 

Total operating expenses $ 2,534,921 31.28% 

Operetlng loss $ (122,537) (1.51%) 

See accountant's compllsUon report 

A.RQiiER, BULMAHN. JENKINS & 80Wl.E:A 
CE.ft T I!:! IE 0 PU81.1~ A(;CQUNTA.NU 
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. ~ ANGELESCHEIIIUCALCOMPANY,'JN~ORPORATED; 
STATEMENTOFINCOME. 

(UNAUDITED) 
FOR THE YEAR ENDED APRIL 30, 1993 

OTHER INCOME OR (EXPENSE) 

lncom9 split .Samson 

Terminallng charges 

Interest Income 

Gain on sale of assets 
Miscellaneous Income 

Miscellaneous expense 

Interest expense 

Total other Income 

Income before income taxes 

Provision for income taxes 

Net income $ 

See accountant's compilation report 

AFICHeA. BULMAHN. Jt;NKU~S & BOWLER 
CERTIFIED PUBLIC: AC:COUNTANlSi 

138,889 

33,166 

7,861 

2,650 

1,338 

(2,175) 

(5,818) 

175,911 

53,374 

(4,131) 

49,243 

%Of Sales 

1.71% 

.41% 

.10% 

.03% 

.02% 

(.03%) 

(.07%) 

2.17% 

.66% 

(.05%) 

.61% 
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.. ··. ; A;ANGEI..Es CHEMICAL COMPANY, INCOR~ORATED 
STATEMENT OF INCOME DETAIL 

(UNAUDITED) 
FOR THE YEAR ENDED APRIL 30, 1993 

Solvents - sales $ 2,645,838 
Returns & allowances (260) 

Total sales 2,645,578 
Cost of sales 2,200.421 

Gross profit $ 645,157 

Packaging - sales $ 1,284,455 
Returns & allowances (11,866) 

TQtal ules 1,272,589 
Cost of sales 948,121 

Gross profit $ 324,468 

Bork-sales $ 4,008,087 
Returns & allowances (16,021) 
Sales Discounts (6.896) 

Total sales 3,985,170 
Cost of sales 2,542.411 

Gross profit $ 1,442,759 

Totitl gross profH $ 2,412,384 

See accountants' compHatlon report 

AACtu~A. aut.MAHN. JENKINS & BOwt.eR 
~S.ATifiiiE D PtJBI,.IC: ~CC:OUNT.<\Nfti: 

35.12% 

.00% 

35.12% 
27.15% 

7.96% 

15.85% 

(.15%) 

15.70% 

11.70% 

4.00% 

49.46% 
(.20%) 

(.09%) 

49.18% 

31.37% 

17.80% 
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' ' 
. : . . ·' , ANGELES CHEMICAL COMPANY, INCORPORATED 

STATEMENT.OFCASH FLOWS 
(UNAUDITED) 

FOR THE YEAR ENDED APRIL 30, 1993 

CASH FLOWS FROM OPERATING ACnvtllES: 

Net Income 
Adjustment6 to reconcile net income to Net 
Cash w;ed in Operating Activities: 
Depreciation 
Equity In income of affiliate 
Decrease in accounts receivable 
Increase In inventory 
Increase In prepaid expense 
Drecrease in drums inventory 
Decrease in accounts payable 
Increase In accrued expenses 
Derease In customer deposks 
Increase In Income tax payable 

Total adjustments 
Net Cash used In operating activilie$ 

CASH FLOWS FROM INVESTING ACTIVITIES: 

Employee advances 
Collections on employee advances 
Capital expend~ures 
Distributions from affUiate 

Net cash provided by Investing activities 

CASH FLOWS FROM RNANCING ACTIVITIES: 

Proceeds from note payable 
Repayment of note payable 

Net cash provided by financing activities 

Net Increase in cash 

Cash at the beginning of the year 
cash st the end of the yl!8r 

$ 

See accountants' compilation report 

43,768 

(138,889) 

34,254 

(45,724) 

(13,920) 

8,268 

(107,903) 

49,385 

(315) 

203 

{13,452) 

12,625 

(20,746) 
152,381 

153,083 
(137,893) 

ARCMSR .. BUI.MAHN. JENkiNS & BOWLER 
CI!ATII"I!!D Pl,IBLIC ACCOlJNf~"fS 

$ 

$ 

49,243 

(170,853) 
(121,610) 

130,808 

15,190 

24,388 

292,578 

316,966 
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BRAMSTEDT 
~rid Ass;oclate..s. Incorporated 

Pln.ancial Con:sulting 

Businc~s Vt'!IIJ3.tiotls 

Financial Analy~i~ 

Qualifications of 
Bnunstedt & Associates, Inc. 

Eric M. Bramstedt, CFA, has over 30 years experience in the field of financial analysis, equity 
evaluations, securities analysis and investment banking. From 1967 to 1977 Mr. Bramstedt was 
a senior security analyst and officer of three San Francisco based institutional research firms 
including Sutro & Co. He has prepared well over 350 business valuations on closely held 
companies for merger and acquisition, gift and estate taxes, Employee Stock Ownership Plans 
(ESOPs), incentive stock option plans and others. These valuations have covered a broad industry 
scope of closely held and public companies including several Fortune 1000 listings. 
Mr. Bramstedt possesses in-depth knowledge of ESOP functions and valuation through fourteen 
years of extensive experience with four leading ESOP design and valuation firms--Menke & 
Associates, Kelso & Co., Houlihan, Lokey, Howard & Zukin, and Private Capital Corp. This 
experience includes work for an employee coalition's proposed ESOP buy-out of Eastern Airlines. 

Mr. Bramstedt is an industry specialist in transportation, particularly trucking. As such, he has 
investigated the operations and appraised the business values of well over one hundred motor 
carriers, many of which are located in California. Clients have included major domestic and 
international transportation companies for acquisition and investment banking and other applica­
tions. Mr. Bramstedt is Director of the PCTB Consulting Group, a division of the Pacific Coast 
Tariff Bureau of San Francisco. As such, he is editor of CAL-TIPS, an annual operating and 
financial study of the California less-than-truckload business. 

Mr. Bramstedt is a Chartered Financial Analyst (CFA) and a member of the Institute of Chartered 
Financial Analysts, the Association for Investment Management and Research, the Transportation 
Research Forum, the Pacific Coast Accounting and Finance Council, and is a charter and Board 
member of the Valuation Roundtable of San Francisco. He holds a Bachelor's Degree in 
Economics from Stanford University, He has written articles for industry periodicals and made 
public speaking appearances on transportation topics. Mr. Bramstedt has appeared as an expert 
wimess before the California Public Utilities Commission and in civil court on matters of 
economic damages. 

l40Z Vista Del M• U.nc Tiburon, CA. 9492.0-12.08 Tel 4 J 5-435-94~ rax 4ls-43s.9438 

114 &\nsome st., suite 808 san rranclsco. CA. 94104--3818 Te.l415-.'!i62-9900 ~ 41~~92 
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Decelllber 2 , 199 J 

Hr. Tim Mahoney 
Angele~ Cbemical co. 
P.O. Box 2163 
Santa F• Springs, california 90670 

Ra: Fl99J ESOP Valuation 

Dear Tim: 

It is my impression that your ESOP Form ssoo needs to ba riled by 
mid-January, in which ca•e I should prepare my valuation conclu­
sion before people like John Locke, Ken"La Conde and yourself get 
away tor the Christmas holidays. 

However, I am still waiting for your CPA's F1993 financial report 
(with atatU~ent of cash flows) and your update ot the "CC!lllpany" 
section from the Fl992 ESOP report. 

May I please hear trom you soon. 

Sincerely, 

Brie M. Bramstedt 

EMS:ew 

cc;:; John Locka 
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Ill il . ·-· .. -~--'"~: .... _....:._: ___ ............... 

-- ?~~of>~-··-~ ~tilize adj~sted ~nk value and workinq capital is based on the factors discussed and the appraiser's experience and knowledge in 
deriving equity val~es of closely held companies. · 
At .April. 30, 1<1f/f. ANs.: I! l>ook val~e was"'$: ¥!t::: and working- capital was ~ i'! 8 since Anchelll. has no long-term debt, thiS workinq basically accrues to tbe equity . ~hol_de~. (cash and cash equivalents and receivables alone total f;JI.# $1-~illion. Following the val~ation methodology used in recent- valuation stud· es and using ., T !it'4sset liquidation dis-count and a 10% discount trict rketability produces an 
indicated f~ir market value of ~-- l · q& l to ___::t /"':>) 
norldoR' •atz~erl. - ----- / lfYI 

Bd1ystftd Book Valy@ ~pthag 
Anax;~ii"~&~iy;~ 

.. -::: #'~451) 
JI-4,'i.¢. 

Stated Book v~lu• /0,. 
Las• ~lquidation Discount ~) 

subtotal 

$-1:'' &:0' ltn 

'i' §15 
!t,I:!IU):tel 

75 79 -1 o~ 5o.$ 
_!,_(~ .J'Stl 

~/,#4,(!$ 

f:-0 ${"', ?fl 

Le•• Ka~kat&bi~ity Di~ccunt (10~) 
Indicated Fa~r ~arket Value 

W<l>Ckin; Capital 

S) rFf 7ZP 
$] 4'§§1 

since the product of the adjusted book value methodology effec­tively accords no value to the co~pany's fixed assets and to business goodwill as a going concern. the appraiser believes. this 
methodology underatates the !air market value of the equity 
ownership of ~ch~m.,_ I'- :_-_ ---~~-""'-.....;...,;.,;,...;':..· ....:___:_ _______ --~:.:::_:.__::.:_::_· :_:··:·:·:::·:.:-= 

...,. 

.... 

,. i. i - .... -lfll"'llr •-"""' w.a. y ) j 1 0 ~1 .L""1J, V ·· ud ca ted fair urkat valu (FMV) · .. ...~ ·-· • -- • · · •- · · · · · ..... · ownership of All.cbu as -
0

f :pril 30 fo~g~~P purposes of the aquity'ji"-" 
a abare (roUDded) on 54,065 Shares' out:t:!! $l; J £pliO or $Sj\ .;:,.t..r,_ .. , capital p:~:eailm ie cousisteDt with that f ~9· 'Mi~J!.,wo:rkiu9'S"'-:!'cl> } all.d the I'HV is .8M' Of book 'Val.ue and 20% o of bellfali .. prio;J:" yeaJ;".!I . ~ .. ,. ea ee (see pa..,.e 2'. · li --~----~-=-::.::· ~~~~ 
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